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FINANCIAL HIGHLIGHTS (a) 
Year ended December 31 
(in millions of Canadian dollars, except as noted) 


FINANCIAL SUMMARY 

Net sales 

Operating profit from continuing operations 
Net earnings for the year 

Cash flows from continuing operating activities 
Additions to fixed assets 


PER COMMON SHARE 

Net earnings (basic and diluted) 

Cash flows from continuing operating activities 
Dividend declared 

Book value 


FINANCIAL RATIOS 

Return on shareholders’ equity 
Net debt to total capitalization 
Operating profit to net sales 


SHARES OUTSTANDING (in millions) 
At year end 
Weighted average 


SHIPMENTS 

Newsprint” 

Value-added groundwood papers" 
Lumber”? 


(1) in thousands of tonnes 
(2) in millions of board feet 


(a) The above financial highlights have been restated following the adoption of new recommendations and have been reclassified to conform to the year ending December 31, 2002 
(including the presentation of discontinued activities). All financial data prior to April 18, 2000 represent the results of Donohue Inc. only and results of operations and assets of 
Abitibi-Consolidated Inc. are included in the financial statements only from that date. 
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Leading Through Our People 


as | ¢ Se { | 


| y ed Ses characterize fiscal 2002 
by its difficult business conditions, resulting from the slow pace of economic 
recovery — especially in our key U.S. markets. These circumstances put a 
damper on advertising, adversely affecting sales of newsprint, and placing 
considerable downward pressure on the demand and prices for all paper 
products. Moreover, despite volume growth in lumber sales, operating profits 
for this segment were dramatically reduced, owing to countervailing and anti- 
dumping duties resulting from the U.S.-Canadian softwood lumber dispute. 
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Given this tough environment, it is a tribute to the extraordinary 
commitment and energies of the men and women throughout 
our organization that we were able to focus on those areas 
over which we exercise control and effectively address the 
priorities identified last year— maintaining market leadership; 
paying down debt; and focusing on the fundamentals 
through a targeted cost reduction program. 


Abitibi-Consolidated was again among the industry's best 
in terms of earnings before interest, taxes, depreciation and 
amortization (EBITDA). For 2002, EBITDA equaled $846 million, 

equivalent to a 16.5% margin. We were able to 


managing capital expenditures to below tar- 
geted levels of 50% of amortization. 


That's not to say we were content with the 
Company's overall performance for 2002. Net 
earnings for the year, including non-recurring items such as 
profits from the sale of our Saint-Félicien mill, were $259 million, 
or 59 cents a share, on sales of $5.1 billion. The Company 
reported a loss from continuing operations of $47 million, com- 
pared to a profit of $70 million in 2001. So there remains ample 
opportunity for improvement. Investors can rest assured that the 
people of Abitibi-Consolidated remain committed to enhancing 
our overall performance and capitalizing on the market recovery. 


On balance, the fact that we kept a handle on the fundamentals 
within our control over the course of 2002 attests to the effec- 
tiveness of our approach and the capabilities of our employees. 
This is evidenced through their effort to achieve a $100 million 
cost reduction target of usage costs, including fibre and energy, 
as well as improved productivity. Despite the market and exten- 
sive downtime, a savings of $89 million was realized last year. 


We take particular pride in the fact that the Abitibi- 
Consolidated team was able to consistently produce some 
of the best quality, lowest-cost forest products in the world, 
from newsprint and uncoated value-added paper to lumber. 
We believe that our competitive edge stems largely from the 


reduce our net debt by $370 million, while — 


commitment of people at all levels of the organization to work 
together in pursuit of common goals and in accordance with a 
common set of values. This shared corporate culture has helped 
us build a more efficient, responsible and dynamic Company. 


Among noteworthy results in 2002 was the spin-off of 75% of 
the Saint-Félicien, Québec pulp mill through the SFK Pulp Fund. 
The divestiture was Canada’s largest initial public offering of 
2002. We were able to book a pre-tax gain of $364 million, 
with all proceeds going directly towards debt reduction. The 
Company reduced its annual interest payments by approxi- 
mately $30 million as a result of the transaction. 


Over the course of the year, we spent $214 million on capi- 
tal expenditures, well below our target of $300 million. 
After directing $100 million to asset maintenance, we 
undertook a series of strategic projects including the con- 
version of the Thorold, Ontario mill to produce newsprint 
with 100% recycled content. We completed the project on — 
schedule and below the original $50 million budget. As 


well, we are investing $42 million to upgrade the Baie- — ” 


Comeau, Québec operation to a thermomechanical process, 
thereby increasing paper quality and reducing production 
costs and emissions. During the fourth quarter, we further 
announced that the newsprint machine at our Alma, Québec 
mill would be the next to be converted to the production of 
our highly successful Equal Offset™ grade. This project is to be 
completed by the first quarter of 2004 at a cost of $181 million, 
including capitalized interests. In 2003, we will continue to 
take a disciplined approach to capital expenditures, again, 
targeting $300 million, or less than 50% of amortization, 
for investments and asset maintenance for the year. 


The Alma conversion reflects our strategy to increase the 
Company's presence in fast growing, higher value-added 
market segments. It should be noted that the uncoated 
groundwood segment had the strongest market performance 
of all printing and writing grades in 2002. And sales of our 
Equal Offset™ grew by 36% over the previous year. Our new 
Lufkin supercalendered (SC) machine continues to make 
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strides in the marketplace, gaining a strong foothold as sales 


in our ABlcal™ grades increased by 26%. 


We have similar plans for expanding our value-added products 
in the lumber segment. That's why, last year, we formed a joint 
venture with Louisiana-Pacific Canada to produce 70 million 
linear feet of I-joists yearly at a facility in Larouche, Québec. 
|-joists are an engineered wood product, used in the 
construction of floors in residential and commercial buildings. 


In addition to penetrating new value-added product segments, 
‘we are also committed to increasing Abitibi-Consolidated’s 
presence in Asian markets through the highly successful 
_ PanAsia joint venture. With 12% year-over-year volume growth 
in 2002, PanAsia can rightly be viewed as one of the Company's 
wisest investments. In fact, PanAsia was one of the most 
profitable newsprint producers in the world last year. 
Operating in some of the globe's fastest-growing markets, it 
generated EBITDA of US$ 218 million on sales of US$ 797 million. 
it should also be noted that in May 2002, PanAsia paid its first 
annual dividend of US$ 25 million to Abitibi-Consolidated. 


Another important element of the Company's operational 
strategy is to carefully match our production with our order 
books. During 2002, this resulted in a total of 887,000 tonnes 
of capacity being temporarily idled, including one machine at 
each of our Texas operations (Sheldon and Lufkin), and a 
third machine at the Port-Alfred, Québec mill. By increasing 
efficiency throughout our operations, we met the needs of 
our customers, maintained our market share and took a 
diligent approach of matching supply with demand. 


During 2003, we want to focus most of our downtime at 
the Company's highest-cost operations. This prompted the 
decision to idle the entire 472,000 tonnes of capacity at our 
Sheldon mill at the end of 2002, while announcing the restart 
of the idled machine at Lufkin for March 2003, in order to 
continue serving our Texas customers. This focused approach 
to downtime is expected to yield savings in the magnitude of 
$50 million over the course of the year. 
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In 2002, a significant commitment was made to our new 
Operating System, a comprehensive, company-wide continu- 
ous improvement initiative. Since Abitibi-Consolidated already 
boasts a number of the most efficient, lowest-cost paper and 
lumber operations in North America, the Operating System is 
designed to help standardize and optimize best practices at 
all the Company's operations, bringing us to the next level of 
performance excellence. Rollout of this ambitious programme, 
which we view as central to extracting additional value from 
our assets, began mid-2002. 


As always, world-class customer service 
remains a crucial part of the Company's value 
proposition — and of our vision to be the 
world’s preferred manufacturer and marketer 
of papers for communications. Unsurpassed 
technical expertise and an array of innovative 
paper grades designed to meet the diverse 
needs of customers around the globe are key elements of our 
strategy to become the supplier of choice in the industry. 
Ongoing customer surveys and product audits are among the 
tools we use to help ensure that this focus is thoroughly 
ingrained in the fabric of our organization. 


We will ensure that customers are not only satisfied with 
the quality and value of our products, but also with the 
commitment to sustainability that is reflected throughout 
the product lifecycle, from tree to paper and recycling. 
You can learn more about Abitibi-Consolidated’s commit- 
ment to sustainability later in this report, beginning on 
page 17. 


We understand that customer satisfaction also comes from 
knowing you are doing business with responsible, accountable 
and ethical counterparts. So we expect that our customers — 
along with investors, employees and other stakeholders — will 
appreciate this organization's strong focus on integrity, trans- 
parency and sound corporate governance. Indeed, after a year 
marred by corporate scandals, we are pleased that in a study 
on governance practices conducted by the Globe and Mail — 


one of Canada’s leading newspapers — Abitibi-Consolidated 
was ranked eighth out of 270 companies listed on the Toronto 
Stock Exchange’s S&P Index. And here again, we like to think 
that our high standards of corporate governance oe the 
high calibre of our people. 


While we are on the topic of governance, we would like to 


thank fellow members of Abitibi-Consolidated’s Board of 
Directors for their leadership in corporate governance, wise 
counsel and support over the course of what proved to be a 
challenging year. Special thanks go to Gordon Gray and Earl 
H. Joudrie who joined the Board in 1993 and will be taking 
leave following this year's Annual Meeting. 


Outlook and Objectives for 2003 


Despite North American newsprint demand 
slipping by 2.5% and overall newsprint prices 
down 20% compared to 2001, we were able 
to increase our prices in August of 2002. The 


increase was implemented despite industry operating rates — 


hovering below 90% — a first for our industry. 


At press time, the newsprint market continues to firm up in 
line with our expectations and decisions for the announced 
March price increase. Among positive signs were year-over- 
year ad lineage improvements and improved financial results 
posted by many of our customers. 


However, there remains widespread uncertainty about the 
global economy. The picture is further clouded by failure to 
resolve the long-standing Canada-U.S. dispute over softwood 
lumber, although efforts in that regard were ongoing during 
the early months of 2003. From May 2002 until the year-end, 
Abitibi-Consolidated paid $44 million of countervailing and 
anti-dumping duties on lumber exports to the United States. We 
will continue to actively support efforts aimed at bringing about 
a fair and equitable resolution to this dispute, which under- 
mines free trade and penalizes Canadian lumber producers. 


As we continue on through 2003, a couple of things are certain 
— there will be new opportunities to seize and new challenges to 
overcome. That is why we must maintain our disciplined approach 


of doing the right things right. Our orientation for the balance ; 
of the year will centre on three strategic priorities that 
essentially pick up where we left off in 2002. These ne are: . 


vie Wil ona on a 


We will focus on praductiiy, 


We Ooo on wordeln 
Celene se 


With a solid strategy in place, sound corporate governance 
and the continued support and commitment of the 16,000 
people that today make up Abitibi-Consolidated, we are 
confident this is an organization that is capable of meeting 
whatever challenges may lie ahead and making good on its 
commitments to you and all of the Company's stakeholders. 


Site, : Wan 


Richard Drouin — John W. Weaver 
Chairman of the Board President and 
Chief Executive Officer 
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Sustainability 


At Abitibi-Consolidated, we understand that the long-term viability of our enterprise, the 


well-being of employees and the communities where we operate depends to a considerable 


extent on the sustainability of the resources entrusted to our stewardship. Accordingly, we 


take a decidedly long-term view of our actions and their impact. We constantly strive to do 


the right things right, whether that entails enhancing the way we manage forests, reducing 


emissions from our operations or deploying best practices and processes. 


When it comes to sustainability, good intentions are not 
enough. So we make certain that Abitibi-Consolidated’s 
commitment to sustainability is translated into concrete 
action plans, including a comprehensive, company-wide 
Environmental Management System (EMS); certification — to 
rigid international standards — of our forestry and manufac- 
turing operations; and the largest newspaper and magazine 
recycling program in North America. 


Simply put, sustainability is an integral element of Abitibi- 
Consolidated’s approach to doing business, from strategic 
planning and decision-making through day-to-day operating 
practices. With the enthusiastic support of employees, the 
Company continued to move forward during 2002 as a leader 
in sustainable development. This section of the report is 
intended to give you an appreciation for our recent efforts 
and achievements in that regard — and for our continued 
sustainable approach going forward. 


Our Environmental Systems 

— Driving Environmental Excellence 
Abitibi-Consolidated has taken a strategic approach to 
creating value through environmental performance. At 
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year-end 2002, the Company was on track with an ambitious 
multi-year initiative to develop and implement a standardized 
EMS for all its operations. The system was designed to qualify 
for internationally recognized ISO 14001 certification — 
providing customers with the assurance that the Company's 
environmental practices conform to the most rigorous 
global standards. 


What Constitutes an€ffective EMS? : : 
The Geneva-based International Organization for Standar- 
dization (ISO) says that, to be truly effective, an EMS ought — 
to enable an organization to: 
establish local environmental policy; 
* identify the environmental aspects arising from the 
organization's activities; 
¢ identify priorities and set appropriate —— 
objectives and targets; 
e establish a structure and programs to implement and 
monitor achievements with objectives and targets. 
To earn and maintain ISO 14001 certification, an organiza- 
tion's EMS must successfully undergo a third-party audit from 
an accredited registrar, and then re-audit every three years. 


Environmental Management System in Manufacturing 
One of our goals is to complete implementation of our EMS 
throughout the Company's manufacturing operations — pulp 
and paper mills, sawmills and power generating facilities — 
by the end of 2003. During 2002, four additional manufac- 
turing facilities, at Baie-Comeau, La Doré, Mackenzie (Sites | 
and I) and Normandin, gained accreditation, raising the 
number of ISO-certified facilities to 13 of a total 43. And, we 
are on track to ensure that the remaining manufacturing 
facilities achieve certification with the only exceptions being 
the Lufkin and Alma mills. At these two locations, we have 
deferred certification until 2004, to allow for the completion 
of major capital modernization and conversion projects 
currently under way. 


Forest and Environmental Management Systems 

— Tailored to the Specific Needs of Woodlands 

In order to ensure appropriate environmental management of 
its many, diverse woodlands, Abitibi-Consolidated has been 
busy developing not one, but two Forest and Environmental 
Management Systems (FEMS), one tailored for Canadian 
forestry operations and the other for U.S. operations. 


By the end of 2002, 100% of all active Canadian woodland 
operations, representing 96% of the entire system, had 
achieved ISO 14001 certification, through a FEMS that 
combines the requisite ISO elements with six sustainable 
forest management criteria defined by the Canadian Council 
of Forest Ministers. Those criteria include: 


_ © conservation of biological diversity; 
* ecosystem condition and productivity; 
* conservation of soil and water resources; 
© global ecological cycles of the forest's contribution to 
global processes; 
* multiple benefits of the forest for society; 
_ © and acceptance of society's responsibility in 
sustainable development. 


We now intend to build on our ISO achievements and take 
forest stewardship to the next level by seeking certification 
under standards specific to sustainable forest management. 
To that end, we set a new goal during 2002, which involves 
certifying all of Abitibi-Consolidated’s North American 
forestry operations with specific sustainable forest manage- 
ment (SFM) standards by the end of 2005. 


In Canada, Abitibi-Consolidated is implementing the widely 
recognized Canadian Standards Association (CSA) criteria. In 
the United States, the Company will apply the Sustainable 
Forestry Initiative (SFI) standard. 


The CSA standard incorporates elements that reflect the fact 
that Canadian forests are primarily publicly owned and 
hence, the standard requires considerable public input to the 
forest-management planning process. The SFI standard, by 
contrast, is better suited for the U.S. context, where more 
than 85% of woodlands are privately owned. 


Meanwhile Abitibi-Consolidated is actively participating in 
the development of a Forest Stewardship Council (FSC) 
standard that will specifically address the requirements of 
Canadian Boreal forests. 


Fort Frances Division is First 

Early this year, the Crossroute Forest, comprised of 1.6 million 
hectares under the care of Abitibi-Consolidated’s Fort Frances 
Woodlands division, was recommended for certification 
under the new CSA-SFM standard. Not only was Fort Frances 
the first division within the Company to meet the require- 
ment for this certification, but it was also the first-ever 
eligible CSA-SFM certification in the province of Ontario. 


Closely Watched Performance 

— Ensuring Environmental Performance 

Careful monitoring and measuring of our environmental 
performance over the past few years has provided bench- 
marks and helped us achieve an on-going reduction in the 
frequency of environmental incidents. For this monitoring 
process, we track a key metric known as our Closely Watched 
Number (CWN). The CWN is defined as the sum of certain 
types of spills and incidents where regulated parameters are 
exceeded. Since 2000, we have continually raised the 
performance bar by targeting an improvement in our annual 
environmental CWN targets by 10% on a year-over-year 
basis. For 2002, that translated into a target of no more than 
52 environmental incidents. However, we managed to exceed 
that objective by a’substantial margin, cutting the number of 
such incidents by 45% from last year, to 34. 
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Environmental CWN Results 
No. of Incidents 
7 
2382 
26 
34 
7 : 
i i ik wk A © 0° 8 D _ 


Actual Actual 


(/Exceedences Spills 


1) AILN.A. mills, sawmills, woodlands and Bihecewate included in actual numbers. 
2) Year 2002 target includes total limit exceedences and spi 


A Proactive Approach to Climate Change 


Abitibi-Consolidated shares the view widely held by leading 
scientists and international bodies that climate change is a 
reality, which must be addressed. We agree that action must 
be taken to reduce greenhouse gas (GHG) emissions, both in 
our industrial operations and in our homes and offices. 


Moreover, we are aware that climate-change policy initia- 
tives by governments at various levels in Canada and the 
United States could have a significant impact on many 
aspects of the Company's business. Areas potentially affect- 
ed by such legislative and regulatory measures include 
“energy, transportation and forest management. They could 
also result in increased administrative and regulatory 
requirements that would serve to erode our overall cost com- 
petitiveness. Mitigating the effects related to the manage- 
ment of these issues is one reason why Abitibi-Consolidated 
has taken a proactive approach to climate change. 


Our Canadian pulp & paper mills have reduced CO; 
equivalent emissions by nearly 28% since 1990. 


To that end, we are pleased to note that the Company's 
Canadian pulp and paper mills have achieved a reduction of 
almost 28% in CO, equivalent emissions since 1990. Further- 
more, despite an increase in production of nearly 10%, 
specific energy usage — that is the amount of energy utilized 
per tonne of production — has decreased by 6% over the 
same period of time. For up-to-date information on Abitibi- 
Consolidated’s on-going program to reduce GHG emissions, 
visit our Website at www.abitibiconsolidated.com. 


Protecting Waters 

Effluent-Treatment Project Positions Lufkin on Leading Edge 
Reducing mill effluent, the process water that exits manufac- 
turing facilities, is another of the Company's top environmental- 
management priorities. A $25-million project currently under 
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way at the Lufkin, Texas mill positions Abitibi-Consolidated 
clearly on the leading edge of our industry in terms of protecting 
our waters. 


The Lufkin facility has been operating an efficient secondary 
treatment plant for more than 30 years. Treated effluent from 
the mill flows to the nearby Angelina River and Sam Rayburn 
Lake — waters that recently have been designated by the U.S. 
Environmental Protection Agency (EPA) as “high aquatic life 
use", meaning they must be specially protected. As a conse- 
quence of this designation, Abitibi-Consolidated worked with 
suppliers and researchers and found an innovative tertiary 
treatment technology — fine filtration — that would enable us 
to meet the rigorous new standards. Upon completion of the 
project, the Lufkin mill will have one of the lowest discharge 
limits of any kraft-process mill in the world. 


Environmental Audits — Involvement at All Levels 

The primary purpose of Abitibi-Consolidated’s Environmental 
Audit Program, which measures environmental management 
and performance, is to ensure that all divisions are aware of 
incidents of non-compliance and that they implement correc- 
tive action plans as required. Over the past five years, 
every division has been audited under the auspices of this 
comprehensive corporate program. 


However, certification of divisional EMS’s to a common ISO 
14001 standard throughout the Company's operations 
provided an opportunity for divisions to take ownership of 
the audit process, as well as responsibility for the requisite 
follow-up. A revised audit program reflecting this new, 
decentralized approach was developed during 2002 with 
the help of all divisions. It was approved by the Environ- 
mental, Health and Safety (EH&S) Committee of Abitibi- 
Consolidated’s Board of Directors in September 2002 and is 
now in effect. Each division is responsible for reporting the 
results of their environmental audit, through a senior 
vice-president, to the Board’s EH&S Committee. 


This is another example of the Company's constant evolution 
in terms of environmental performance. Involvement at all 
levels, including accountability at the division level, brings 
added rigor and efficiency and will be key to our organi- 
zation’s continued success and ongoing leadership in the 
area of environmental stewardship. 


Closing the Loop Through Recycling 
Abitibi-Consolidated’s role as The Full-Circle Recycler® 
yet another reflection of our across-the-board commitment to 
sustainability and solid corporate citizenship. We produce the 


newsprint on which many of your favorite newspapers and 
magazines are printed. You read them and then drop them 
off at a Paper Retriever® location in your neighborhood or 
office — and we close the loop by transporting the recyclable 
papers back to the Company's mills to be recycled and 
used again. 


With operations in a number of major U.S. and Canadian 
cities, Abitibi-Consolidated ranks as the largest recycler of 
newspapers and magazines in North America. To give you 
some idea of the magnitude of our recycling initiatives, our 
objective in 2003 is to recover more than 2.2 million tonnes 
of recyclable paper — thereby diverting 5.5 million cubic 
meters of material that could otherwise wind up in landfills. 
That's not counting half a million more tonnes of recyclable 
paper we collect each year through our many other drop-off 
initiatives in the United Kingdom. 


In North America, the Company operates the Paper Retriever® 
program which involves collecting paper in special, highly 
visible bins, as part of a community-based endeavor that 
reaches into more than 6,000 schools, churches and non- 
profit organizations. The paper collected is directed to pro- 
cessing centres, where it is sorted into various grades and 
prepared for shipment. It is then routed to de-inking facilities 
and on to our mills, where it is utilized to manufacture recycled- 
content newsprint. 


Partnerships with major publishers and other media help 
educate communities on environmental awareness and the 
benefits of Paper Retriever®. Abitibi-Consolidated recycling 
representatives distribute educational curriculum and other 
materials to participating organizations to help develop 
student environmental stewardship and support the paper- 
recovery efforts. 


To learn more about starting a Paper Retriever® program 
please visit www.paperretriever.com. 
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Connecting with Communities 

Taking a long-term view of things also entails contributing to 
the sustainability and vitality of the communities where 
Abitibi-Consolidated has a presence — and where our — 
people live, work and raise their family. 


The Company and its employees pride themselves on their 
track record of being a force for good in the community, 
of pitching in with financial support, donations in-kind or 
simply generous allocations of their own time and energy. 


For instance, over the past five years, Augusta Newsprint has 
constructed two entire houses and helped complete three 
others for the Habitat for Humanities program, which provides 
housing for families in need. 


Our commitment to connect with communities takes many 
forms and touches on everything from healthcare and 
education to sustainable development. 


In 2002, the Company contributed to forestry-related 
university endowment funds, The Canada — U.S. 
Fulbright Scholarship Program, various regional hospitals, — 
organizations committed to expanding access to recycling 
and a host of other meaningful causes. 


In Arizona, for example, following devastating forest fires, the 
Company donated US $25,000 of lumber to rebuild a local 
fire station as-well as a centre for seniors. Meanwhile, the 
training centre at our Lufkin, Texas mill was turned into a TV 
studio for the regional edition of the annual Jerry Lewis 
Muscular Dystrophy Labor Day Telethon, which locally raised 
US $131,000. In Amos, Québec, employees made good on a 
pledge to contribute $50,000 over five years for the purchase 
of medical equipment at the local hospital. And our Kenora, 
Ontario operations signed on as a sponsor of “Risk Watch", 
an injury-prevention curriculum for children from preschool 
through the eighth grade. 


These are just a few examples, typical of the many worthwhile 


community endeavours that the Company and its employees 
partnered to support over the course of the past year. 
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Occupational Health and Safety 


In 2002, we achieved significant progress in the Company's 

_ health and safety performance in all of our business segments. 
A strategic plan, submitted to and accepted by the Health, 

Safety and Environment Committee and the Board of 
Directors, was a key element in this success. During last year, 
we changed direction in our prevention-management philoso- 
phy. This change was based on three distinct areas, in line with 
our Company values: 


‘Management leadership. 
 @ Target tangible efforts 
¢ Focus on measurement 
‘and rigour 
_ @ Meet requirements 


Control of work 
environment — 
Fostering safety conscious 
mind-sets and behaviour: 
¢ Create increasingly safe facilities 
and provide higher levels of 
health and safety training 
for all of our employees 


Protecting employees’ health and ensuring their safety is an 
integral part of management responsibilities, and our man- 
agers have shown leadership through tangible initiatives, 
deployed at our safety-conscious facilities. The key to health 
and safety management is thoroughness and strict adherence 
to safety regulations. All of our employees are committed to 
taking the extra time and making the effort to ensure that we 
~ are operating safe facilities. 


Noteworthy Efforts and Results: 


In 2002, we reduced our total frequency of accidents to 3.3, 
exceeding our set objective of a 10% annual decrease of health 
and safety incidents. Four Company operations successfully 
completed 2002 without a single accident, involving lost time 
or requiring limitec duty work assignments: Champneuf 
Woodlands (Abitibi, Québec), Mackenzie Woodlands (British 
Columbia) as well as La Doré and Saint-Prime operations 
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(Lac Saint-Jean, Québec). Our results outperformed the compe- 
tition in all three segments of Company operations. We are 
proud of these results and the Company's continued positive 
trend towards reducing health and safety risks. 


Last year, we recognized the performances of operations in 
each of our business sectors: 


The measurement indicator used by Abitibi-Consolidated is Total 
Accident Frequency, which corresponds to the number of accidents 
involving lost time or requiring limited duty work assignments, multi- 
plied by 200,000, divided by the number of hours worked. 


- We are proud of he ongoing improvemen in our 
an encouraging tre 2 


Objectives for 2003 


Our goal is to improve our results by 10% each year through- 
out our operations. Each division will submit an annual 
strategic action plan in the area of health and safety that will 
be approved by their respective vice-president. 


We are committed to promoting and protecting our 
employees’ health and safety. Beyond laws and regulations, 
we care about the people who work by our side. It's our duty 
to protect them. 
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We serve our global customers in: 

Algeria + Argentina + Aruba + Australia - Bangladesh + Barbados - Belgium - Bermuda - Brazil - Canada - China - Colombia - Costa Rica + Curacao « 
Dominican Republic « Ecuador « Egypt « El Salvador « France - Germany - Greece - Guadeloupe « Guatemala « Haiti - Holland « Honduras - India « Indonesia « 
Iran « Ireland « Israel « Italy « Japan + Jordan + Kuwait - Lebanon - Libya» Luxembourg - Malaysia - Malta « Martinique - Mexico - Morocco - Myanmar « Nepal - 
Nicaragua - North Korea + Norway « Pakistan « Panama - Peru « Philippines - Portugal « Puerto Rico « Saudi Arabia « Singapore « South Korea « Spain « Sri Lanka 
St. Marteen - Sweden-« Taiwan « Thailand « Trinidad and Tobago - Turkey - United Kingdom - United States - Uruguay - Venezuela + Viet Nam 
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MANAGEMENT DISCUSSION AND ANALYSIS 


Overview and Highlights of 2002 


Abitibi-Consolidated is a global leader in newsprint, uncoated groundwood papers and lumber. 


We are a team of 16,000 people supplying newspapers, publishers, commercial printers, — 


retailers, cataloguers and builders in more than 70 countries from 27 paper mills, 22 sawmills, 


1 engineered-wood and 2 remanufacturing facilities located in Canada, the U.S., the U.K., 


South Korea, China and Thailand. The Company also operates 10 recycling centres. 


Abitibi-Consolidated is one of the lowest-cost producers in North 
America and Asia annually marketing approximately 6 million 
tonnes of newsprint including third parties’ volume, nearly 2 million 
tonnes of value-added groundwood papers and 2.3 billion board feet 
of lumber. 


$259 Million Net Earnings 

Abitibi-Consolidated realized net earnings of $259 million on net 
sales of $5.1 billion in 2002 compared to net earnings of $106 million 
on net sales of $5.8 billion in 2001. The Company's loss from 
continuing operations amounted to $47 million in 2002 compared 
to earnings from continuing operations of $70 million in 2001. 


On a per share basis, the Company recorded net earnings of $0.59 
in 2002 compared to $0.24 the previous year. The loss from continuing 
operations amounted to $0,11 per share compared to earnings from 
continuing operations of $0.16 per share in 2001. The weighted 
average number of shares outstanding remained constant at 
440 million during these periods. 


The Company's decrease in net sales is mainly attributable to lower 
prices for newsprint and value-added groundwood papers partly 
offset by higher sales volume in all segments, primarily in newsprint 
due to the acquisition of an additional 16.67% ownership. in 
Pan Asia Paper Company (PanAsia) in August of 2001. 
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The reduction of $117 million in earnings from continuing operations 
resulted mainly from a reduction in operating profit from continuing 
operations of $783 million partly offset by a reduction in financial 
expenses of $26 million, a gain of $54 million on translation of 
foreign currencies compared to a loss of $265 million in 2001, an 
income tax recovery of $181 million in 2002 compared to an 
expense of $84 million in 2001 and the elimination in 2002 of good- 
will amortization of $40 million. 


Sale of Saint-Félicien Pulp Mill 

In August 2002, the Company sold its northern bleached soft- 

wood kraft ("NBSK") pulp mill located in Saint-Félicien, Québec to 

a member of a group of entities controlled by SFK Pulp Fund (col- 

lectively, “SFK") for a total consideration valued at $693 million. 

The consideration consisted of $544 million in cash and a 25% 
interest through a holding of class “B” units. The Company's interest 
in SFK is subordinated, in respect of monthly cash distributions, to the 

SFK units offered to the public until December 31, 2003. Of the cash 

proceeds, $16 million was reserved to maintain, until December 31, 

2003, the level of monthly distributions that would have been 

payable on all publically-held SFK units had the Company held and 

retained an indirect economic interest of 41%. Excluding the sub- 

ordination, the Company realized a pre-tax gain of $364 million on- 
disposal of 75% of the pulp mill. 
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At the closing of the transaction, Abitibi-Consolidated entered 
into a 20-year fibre supply agreement with SFK to maintain the 
mill's current wood chip supply. 


More information is presented in note 3 of the Notes to Consolidated 
Financial Statements. 


Rationalization/Conversion of Newsprint Capacity 

In 2002, excluding PanAsia, the Company took 887,000 tonnes of 
market-related downtime in order to adjust production according to 
its order books. The downtime was mainly taken from the idling of 
three machines, one at each of the Lufkin and Sheldon mills in 
Texas and one at the Port-Alfred mill in Québec. The remaining 
downtime was taken through temporary shutdown at all locations. 
This compares to 796,000 tonnes taken in 2001. 


On December 11, 2002, the Company announced it would convert 
the newsprint machine at its mill in Alma, Québec to produce the 
Company-developed product known as Equal Offset™. The total 
cost of the project is estimated at $181 million, including capital- 
ized interests, to be spent over the next two years. Abitibi- 
Consolidated also announced the indefinite idling of its operations 

‘at the Sheldon, Texas newsprint mill. With these actions, the 
Company will permanently convert 170,000 tonnes of annual 
newsprint capacity and indefinitely idle 472,000 tonnes of higher cost 
newsprint capacity, thereby improving its overall cost structure and 
adjusting its production to its order books. During the first quarter 
of 2003, the Company expects to resume production at its cur- 
rently idled newsprint machine in Lufkin, Texas. 


Price Movements 

In 2001, industry prices for newsprint initially increased by US$50 
per tonne effective March 1, but prices declined thereafter from 
May to December 2001 by close to US$150 per tonne. In 2002, 
pricing continued to decline by approximately US$60 per tonne 
through the first eight months of the year. In June 2002, a US$50 
per tonne price increase was announced effective August 1, 2002. 
By the end of November 2002, US$35 per tonne of the announced 
price increase had been successfully implemented. Newsprint prices 
in 2002 were down approximately 20% compared to 2001. On 
January 24, 2003, an additional US$50 per tonne price increase 
was announced effective March 1, 2003. Newsprint prices in inter- 
national markets, with the exception of European countries, have 
followed the same trend during the year. In 2002, contract prices 
in Europe declined an average of 12.5%. 


Industry prices for uncoated groundwood grades declined an 
average of 5% through the year. 
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Lumber prices in North America were lower in 2002 than the pre- 
vious year, despite the healthy demand in the United States. 
Average prices for the fourth quarter of 2002 hit a 10-year 
record low. 


Cost Improvements 

Abitibi-Consolidated set a target of reducing its costs in 2002 by 
$100 million compared to 2001. All the Company's locations 
implemented cost improvement initiatives to reduce material 
usage and/or increase machine productivity. At the end of the year, 
the Company had realized $89 million in cost reductions. Lower 
productivity caused by market-related downtime was the main 
factor for the Company not achieving its original goal. The Company 
intends to pursue cost reduction initiatives in 2003. 


Changes to PanAsia Shareholder Agreement 

On May 10, 2002, the Company and Norske Skog of Norway 
amended the Shareholders’ Agreement of PanAsia to better 
suit a dual ownership structure following the exit of Hansol 
Paper from the joint venture in August 2001. PanAsia paid a 
dividend of US$25 million to each of its two shareholders on 
May 15, 2002. 


Creation of a Joint Venture to Produce 

Engineered Wood 

On November 7, 2002, Abitibi-Consolidated and Louisiana-Pacific 
Canada Ltd. formed a joint venture to produce I-joists, used main- 
ly in residential and commercial floor construction. The new mill, 
with annual production capacity of 70 million linear feet, will be 
located in Larouche, in the Lac-Saint-Jean region of Québec. 
Abitibi-Consolidated and Louisiana-Pacific will each own 50% of 
the joint venture and invest a total of $15 million. 


Dividends 

Dividends paid in 2002 amounted to $176 million, the same level as 
in 2001. The Board of Directors declared regular dividends of $0.10 
per share, or $44 million, in each quarter of 2001 and 2002. 


Summary of Results from Continuing Operations 

As previously mentioned, Abitibi-Consolidated sold its pulp mill in 
Saint-Félicien, Québec which represented approximately 80% of 
its market pulp capacity. Consequently, the Company has removed 
the results of the mill from its continuing operations. 


Net sales reached $5.1 billion in 2002 compared to $5.8 billion 
in 2001. Earnings before interest, taxes, depreciation and amor- 
tization (EBITDA) amounted to $846 million or 16.5% of net sales, 
compared to $1,621 million, or 27.9% of net sales, in 2001. 
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Financial expenses totalled $444 million in 2002 compared to 
$470 million in 2001. The reduction is primarily attributable to 
lower interest expenses due to lower interest rates, debt repayment 
following the sale of the Saint-Félicien mill and interest earned on 
a favourable litigation settlement. These elements were partly 
offset by a premium paid on debt repayment. 


Gain on translation of foreign currencies amounted to $54 million 
in 2002 as a result of a strengthening year-end Canadian dollar 
compared to the U.S. currency. In 2001, the Company recorded 
a loss on translation of foreign currencies of $265 million 
mainly due to a weaker year-end Canadian dollar compared 
to the U.S. currency on the Company's debt denominated in 
U.S. dollars. 


Other expenses in 2002 include $9 million in fees related to the 
securitization programs representing a reduction of $17 million 
compared to the previous year, mainly due to lower program cost, 
which is based on LIBOR. In 2001, the Company realized a gain of 
$10 million on the disposal of a short-term investment. 


Income tax recovery during the year amounted to $181 million of 
which $64 million ($42 million in the fourth quarter) is primarily 
due to a reduction arising from a re-evaluation of future income 
tax assets and liabilities. In 2001, the Company recorded an 
income tax expense of $84 million. 


Newsprint 

Operating Results 

Net sales of newsprint were $2,915 million in 2002, compared to 
$3,502 million in 2001. Operating profit from continuing 
operations broke even in 2002, and $636 million, or 18.2% of 
net sales, in 2001. The reduction in net sales is mainly attributable 
to lower average prices year over year, partly offset by higher 
sales volume and a weaker average Canadian dollar compared 
to the U.S. currency. 


The average newsprint mill net decreased to $631 per tonne 
in 2002, a reduction of 20% from the previous year. The 
Company's shipments totalled 4,624,000 tonnes compared to 
4,456,000 tonnes sold in 2001. The increase in volume is mainly 
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due to higher sales from PanAsia resulting from the acquisition, in 
August 2001, of an additional 16.67% ownership in the joint ven- 
ture. In 2002, excluding PanAsia, the Company took 887,000 tonnes 
of market-related downtime in order to adjust production to its 
order books. This compares to 796,000 tonnes taken in 2001. 


The Company's newsprint cost of products sold decreased to 
$517 per tonne or by 1% in 2002 compared to the average cost 
of $522 per tonne in 2001. The reduction is mainly attributable to 
lower material usage related to the cost improvement initiatives, 
lower wood chip prices and better use of low-cost mills in the 
Company's market-related downtime. These elements were partly 
offset by material price increases mainly in waste paper and 
the translation, into a weaker average Canadian dollar, of the 
manufacturing costs at U.S. mills. : 


In 2002, the Company amortized the new machine in Lufkin, Texas 
for twelve months compared to only three months in 2001. In the 
fourth quarter of 2002, the Company wrote off the remaining book 
value of $12 million of the Thorold thermomechanical (TMP) pulp 
mill following the start-up of the 100% de-inked plant. In 2001, 
following the closure of the Sheldon thermomechanical pulp mill, 
the Company wrote off its remaining book value of $33 million. 


» © United States 
Europe aa 
(Baia 10% 
@ Canada 9% 
“Latin America 8% 
Other Countries 2% 


Newsprint Market 

According to the Pulp and Paper Products Council (PPPC), North 
American newsprint demand declined by 2.5% in 2002 from the 2001 

level as a result of continued difficult economic conditions and a 
decline in advertising and editorial pages in newspapers. The average 
North American operating rate was 89%, compared to 90% in 2001. 
North American imports decreased marginally to 199,000 tonnes, 

while exports decreased 2.1% to 2,615,000 tonnes. 
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At the end of 2002, total producers’ and customers’ newsprint 
inventories were 42,000 tonnes lower than at the end of 2001 and 
U.S. dailies’ stocks stayed flat at 41 days of supply. The Company 
employed disciplined inventory management in 2002 in order to 
match output with its order books, and by year-end inventories 
were approximately 30% below 2001 year-end levels. At the end 
of the year, the Company's North American inventory level was at 
a record low since the Donohue acquisition and the international 
inventory level was in line with minimum requirements to service 
European customers and meet vessels’ schedules. 


North American newsprint industry pricing declined through the 
first eight months of the year, but started to increase through the 
balance of the year following a price increase announcement 
effective August 1, 2002. Industry prices declined an average of 
12% through August, and recovered by 8% through December. At 
the end of the year, industry published transaction price stood at 
US$480/tonne, 5% below the year-end 2001 price. Contract prices 
in Europe declined by an average of 12.5%. 


Management currently expects North American demand to 
remain flat to slightly positive in the first half of 2003, before a 

- moderate recovery is expected in the second half. The Company 
expects total 2003 consumption to be higher than 2002 but in 
the low single-digit percentage points. The key risk factors to a 
demand recovery are the strength of the North American economy, 
particularly advertising expenditures, and the economic impact 
of any military conflict. Management expects demand in Europe 
to remain approximately the same for 2003. The main risk factor 
to demand in Europe is the potential for economic conditions to 
deteriorate. The Company believes that announced capacity 
reductions in North America, partly offset by additions in 
other parts of the world, could lead to a more balanced supply/ 
demand situation. 


Change in Capacity 

On December 11, 2002, the Company announced the conversion of 
its newsprint machine at its mill in Alma, Québec to the Company- 
developed product known as Equal Offset™. Abitibi-Consolidated 
has also announced the indefinite idling of its operations at its 
Sheldon, Texas newsprint mill. With these actions, the Company is 
permanently converting 170,000 tonnes of annual newsprint 
capacity and indefinitely idling an additional 472,000 tonnes of 
higher cost newsprint capacity as part of its focused downtime 
strategy, thereby improving its overall cost structure and better 
adjusting production to its order books. 


Value-Added Groundwood Papers 

Operating Results 

Net sales of value-added groundwood papers were $1,541 million 
in 2002, compared to $1,717 million in 2001. Operating profit 
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from continuing operations for the same periods was $136 mil- 
lion, or 8.8% of net sales, and $317 million, or 18.5% of net sales, 
respectively. The decrease in net sales is attributable to lower 
average mill nets. 


The average mill net for value-added groundwood papers declined 
11% to $871 per tonne in 2002 compared to the previous year, 
due mainly to lower prices for all products in the segment, partly 
offset by a weaker average Canadian dollar compared with the 
U.S. currency. The Company's shipments of value-added groundwood 
papers totalled 1,770,000 tonnes in 2002, compared to 
1,761,000 tonnes in 2001. 


{ 
The Company's cost of value-added groundwood papers sold 
decreased by 2% in 2002 compared with the previous year. The 
reduction is mainly attributable to lower material usage, lower 
wood chips and purchased pulp prices, partly offset by the 
translation into a weaker average Canadian dollar of the U.S. mill 
manufacturing costs. 


alee of oo 


SC, Soft-Nip papers 


Alternative & Equal Offset™ ee 
-andHibritepapes = KD OB 
Bre ee : : NZD 150. 


ABlcal™ Grades (Supercalendered (“SC”) and Soft-Nip) 
According to the PPPC, demand for glossy grades increased 4.7% 
in 2002. Dominated by retail inserts and flyers, this segment was 
less impacted by the weak economic environment and was posi- 
tively impacted in 2002 by grade switching from other paper 
grades, notably from coated groundwood and lower-end uncoated 
groundwood papers. Shipments of the Company's ABical™ 
grades increased by 26% or 78,000 tonnes, due to the continued 
introduction of the Lufkin mill's product into the market. Prices for 
ABical™ grades declined gradually through the year due principally 
to capacity additions in these grades, which adversely affected the 
supply/demand balance. 


The Company believes that demand should continue to improve in 
2003 as economic conditions improve. Increased advertising 
expenditures should positively affect the demand for value-added 
papers used for inserts, flyers, catalogues and magazines. While 
recent capacity additions will continue to put pressure on these 
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oo grades, the impact on the supply/demand balance should be 
smaller than in 2002. 


-ABloffset™ and ABlbrite™ Grades 

The Company continues to be successful with its ABloffset™ 
grades consisting of Alternative Offset™ and Equal Offset™. Sales 
of Alternative Offset™ increased by 9% or 17,000 tonnes, and 
sales of Equal Offset™ increased by 36% or 22,000 tonnes. The 
Company in December announced a plan to expand capacity of the 
Equal Offset™ grade at its Alma, Québec, paper mill. The capacity 
will come on-stream in 2004. Demand for ABlbrite™ grades was 
negatively impacted by the economy, substitution to other paper 
grades and reduced export sales. Pricing for these grades declined 
through the first half of the year, and stabilized in the second half. 


The Company believes that demand for Alternative Offset™ and 
Equal Offset™ will continue to increase as the brands gain awareness 
in the market and new end-use applications are found. Demand 
for ABlbrite™ grades should also improve in 2003 as economic 
conditions improve. 


ABllite™ Grades (Directory) 

According to the PPPC, demand for directory paper declined 
marginally in 2002, by 1% or less than 10,000 tonnes. Shipments 
of the Company's ABilite™ product decreased by 21,000 tonnes in 
2002. Shipments in 2001 included 32,000 tonnes of the spun-off 
Wayagamack mill in Trois-Riviéres, Québec. Directory contract 
prices held steady through the year. 


The outlook for 2003 remains positive as alternative electronic 


media continue to have minimal impact and directories continue 
to be used by advertisers to reach consumers. 
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Change in Capacity 

On December 11, 2002, the Company announced the conversion of 
the newsprint machine at its mill in Alma, Québec to produce 
Equal Offset™ paper. Abitibi-Consolidated is investing $181 million, 
including capitalized interests, over the next two years to convert 
this Alma machine to produce annually up to 230,000 tonnes 
of Equal Offset™. Production is expected to start in the second 
quarter of 2004. 


Lumber 

On April 2, 2001, certain U.S. industry and trade groups filed peti- 
tions with the U.S. Department of Commerce (USDOC) and the U.S. 
International Trade Commission (USITC) for the imposition of anti- 
dumping and countervailing duties on softwood lumber imported 
from Canada. . 


In response to the petitions, the USITC instituted a preliminary 
injury investigation and the USDOC instituted anti-dumping and 
countervailing duty investigations. On May 16, 2001, the USITC 
determined that there was a reasonable indication that an industry 
in the United States was threatened with material injury by reason 
of imports from Canada of softwood lumber, that were alleged to 
be subsidized and sold in the United States at less than fair value. 
On August 9, 2001, the USDOC issued its preliminary affirmative 
determination that countervailable subsidies were being provided 
to producers and exporters of certain softwood lumber products 
from Canada and the USDOC imposed a preliminary duty rate 
of 19.31% to be posted by cash deposits or bonds on the net 
sales amount of softwood lumber to the U.S. on or after 
August 17, 2001. The USDOC also determined that there was a 
reasonable basis to believe that the conditions of Critical 
Circumstances were met. In accordance with U.S. law, the 
Company posted bonds to secure the duty assessed in respect of 
the Company's net sales to the U.S. of softwood lumber from 
August 17, 2001 to December 15, 2001. 


On October 31, 2001, the USDOC issued its preliminary affirmative 
determination in.its anti-dumping case that the Company is selling 
softwood lumber products in the U.S. below cost or below prices 
received in Canada and the USDOC imposed a preliminary duty 
rate of 13.64% to be posted by cash deposits or bonds on the net 
amount of softwood lumber to the United States. The USDOC also 
determined that there was no reasonable basis to believe that the 
conditions of Critical Circumstances were met. In accordance with 
U.S. law, the Company posted bonds to secure the duty assessed 
in respect of the Company's net sales to the U.S. of softwood lumber 
from November 6, 2001 to March 31, 2002. 


On March 22, 2002, the USDOC issued its final determinations and 


imposed countervailing duty of 19.34% (revised to 18.79%) and 
Company specific anti-dumping duty of 14.6% (revised to 
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12.44%) on Canadian softwood lumber imports. The USDOC also 
determined thet there was no condition of Critical Circumstances. 
In accordance with U.S. law, the Company posted bonds to secure 
the anti-dumping duty assessed in respect of the Company's net 
sales of softwood lumber to the U.S. from April 2, 2002 until 
May 5, 2002. 


On May 22, 2002, the USITC determined that an industry in United 
States was threatened with material injury by reason of imports 
from Canada of softwood lumber. Consequently and effective on 
the same date, this determination confirmed the countervailing 
duty of 18.79% and Company specific anti-dumping duty of 
12.44% on Canadian softwood lumber imports but with no 
retroactive effect. 


On September 27, 2002, the World Trade Organization (WTO) 
rendered its preliminary decision on the countervailing duty 
imposed by the USDOC on softwood lumber imported from 
Canada, in which it ruled in Canada’s favour. 


On January 6, 2003, the USDOC issued a draft discussion paper in 
an attempt to reach a negotiated settlement of the dispute 

_ between Canada and the United States. If a negotiated settlement 
is not reached, WTO and North American Free Trade Association 
(NAFTA) panels are expected to render their decision during the 
first half of 2003. 


The Company will continue to advocate against what it believes 
are unfair and inequitable determinations through the formal 
litigation process with the WTO and NAFTA, and will continue to 
support Canada’s engagement in negotiations. 


For accounting purposes, the Company had provisioned, in 2001, 
a pre-tax amount of $13 million in its financial statements for the 
period from August 17, 2001 to December 15, 2001 representing 
the amount calculated at the preliminary countervailing duty rate 
determined by the USDOC of 19.31%. The Company had not 
provisioned any amount for the period from May 19, 2001 to 
August 16, 2001, as management believed that the likelihood of 
Critical Circumstances was not determinable at that time. Also, 
the Company had provisioned a pre-tax amount of $5 million in 
its financial statements for the period from November 6, 2001 to 
December 31, 2001 representing the amount calculated at the 
preliminary 13.64% anti-dumping rate determined by the USDOC. 
In 2002, the Company reversed its previously established provision 
as the USITC concluded that U.S. producers had not suffered 
“injury” but only a “threat of injury”. On May 22, 2002, the 
Company began paying the duties according to the new levies and 
has paid and expensed $44 million of countervailing and anti- 
dumping duties for the year 2002. 
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Operating Results 

Net sales of lumber increased to $666 million in 2002, compared to 
$592 million in 2001. Operating profit for the periods were 
$46 million and $12 million respectively. The increase in net sales 
results from higher sales volume and mill nets. 


The average mill net for lumber increased to $378 per thousand 
board feet in 2002 compared to $347 per thousand board feet in 
2001. The increase in mill net is attributable to the reversal, in 
2002, of the provision taken in 2001 related to countervailing and 
anti-dumping duties, a weaker average Canadian dollar compared 
with the U.S. currency and higher duty-free Canadian sales levels 
partly, offset by lower lumber prices. The Company's shipments 
totalled 1,759 million board feet in 2002, compared to 1,704 million 
board feet in 2001. 


Cost of products sold in the Company's lumber segment increased 
by 5% compared to 2001, mainly due to lower wood chips revenue, 
which is accounted for as a reduction in manufacturing costs, partly 
offset by lower material usage and better operating efficiency. 


Lumber Market 

Demand in the United States remained strong throughout the 
year with housing starts remaining above an annualized rate of 
1.6 million units all year long and hitting an annualized rate of 
1.84 million units in December 2002. Demand in Canada continued 
to be strong as well, with housing starts remaining above an 
annualized rate of 200,000 units for most of the year. Overseas 
markets remained difficult throughout the year. 
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Lumber prices in North America were lower in 2002 than the 
previous year, despite the healthy demand in the United States 
mainly due to an over supply arising from a 56% increase in 
imports from non-Canadian sources and increased production 
from the Western Canadian producers. Average prices for the 
fourth quarter of 2002 hit a 10-year record low. 


The Company believes low U.S. interest rates will help support 
housing starts in the first half of 2003 and the anticipated general 
economic recovery should keep housing starts high and improve 
prices in the second half. 


Business Acquisition and Disposal 

As discussed earlier, in August 2002, Abitibi-Consolidated com- 
pleted the sale of its pulp mill located in Saint-Félicien, Québec to 
SFK Pulp Fund for gross proceeds of $544 million and retained a 
25% interest in SFK. The Company views this investment as non- 
strategic and plans to divest when appropriate. 


On August 16, 2001, the Company concluded, jointly with Norske 
Skog, the acquisition of the one-third share of PanAsia owned by 
Hansol, for a total of US$350 million, consequently increasing 
its stake in the joint venture from 33% to 50%. The Company's 
additional investment in PanAsia of US$175 million was financed 
through existing bank facilities. 


On September 4, 2001, Abitibi-Consolidated acquired Valley 
Recycling Works located in Chandler, Arizona for a total of 
US$15 million. This recycling facility is well positioned to supply 
the Company's recycled paper mills located in the U.S. Southwest. 


On May 9, 2001, the Company sold its Wayagamack mill in 
Trois-Riviéres, Québec for $58 million. The mill had an annual 
production capacity of 185,000 tonnes of value-added ground- 
wood papers. 


Financial Position and Liquidity 

The Company's cash and cash equivalents at the end of 2002 
amounted to $146 million, a reduction of $62 million compared to 
$208 million at the end of 2001. In 2002, Abitibi-Consolidated 
generated $243 million of cash from continuing operating activities, 
$51 million of cash from discontinued operations and $200 million 
of cash from investing activities of continuing operations while it 
used $551 million of cash for financing activities of continuing 
operations. The major cash transactions during 2002, excluding 
cash from operations, payment of dividends and capital expenditures, 
were debt reduction and divestiture of the Saint-Félicien pulp mill. 


Continuing Operating Activities 


Cash generated from continuing operating activities totalled 
$243 million or $0.55 per share in 2002, compared to $990 million 
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or $2.25 per share in 2001. The reduction in cash generated by 
operating activities was mainly due to the reduction in operating 
profit from continuing operations and the increase of $66 million 
in non-cash operating working capital in 2002 compared to an 
increase of $51 million in 2001. The increase in non-cash operating 
working capital in 2002 is mainly due to an increase in accounts 
receivable and a reduction of accounts payable and accrued 
liabilities partly offset by a reduction of inventories. 


Financing Activities of Continuing Operations 

Cash used for financing activities of continuing operations totalled 
$551 million in 2002, compared to $218 million in 2001. The 
increase of cash used was mainly due to the reduction of debt. 


In the third quarter of 2002, largely as a result of the Saint-Félicien 
mill divestiture, the Company bought back all of the outstanding 
US$150 million 9.125% senior notes. During the year, the Company 
renewed its 364-day revolving facility. At December 31, 2002, the 
available portion of the revolving facilities was $681 million. The 
non-recourse Alabama River bank debt has been extended and 
now matures in 2004. 


Long-term debt, including the current portion, amounted to $5,633 
million at December 31, 2002 representing a ratio of net debt to 
capitalization equal to 0.635 compared to $6,058 million for a ratio 
of 0.658 at December 31, 2001. The decrease in long-term debt is 
mainly due to the use of cash from the divestiture of the Saint- 
Félicien mill and the positive impact of the strengthening year-end 
Canadian dollar on U.S. dollar denominated debt for $55 million. 


On November 18, 2002, one of the three rating agencies that rate 
the Company's debt instruments assigned a Bal (with a stable 
outlook) rating to the Company's debentures down from Baa3 
(negative outlook). On February 18, 2003, a second rating agency 
also lowered its rating on the Company's debt instruments from 
BBB- (negative outlook) to BB+ (with a stable outlook). Interest 
payments under the Company's current debt are expected to rise 
by $2 to 3 million annually as a result of these rating changes. 


Investing Activities of Continuing Operations 

The Company generated $200 million of cash from investing activ- 
ities of continuing operations in 2002 and used $729 million in 
2001. In 2002, Abitibi-Consolidated generated $460 million from 
the divestiture of the Saint-Félicien mill and reduced its capital 
expenditures by $245 million compared to 2001 mainly due to the 
completion of the Texas modernization program. In 2001, business 
acquisitions totalled $286 million in large part relating to the 
additional investment in PanAsia. 


The Company made $214 million of capital expenditures in 2002 
compared to $459 million in 2001. Construction payables included 
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in capital expenditures decreased by $5 million in 2002 compared 
with a decrease of $34 million in 201 mainly due to the completion 
of the Lufkin project in 2001. Major projects included a new 
thermomechanical pulp plant in Baie-Comeau ($37 million in 
2002 and $2 million in 2001), the 100% de-inked plant in Thorold 
($22 million in 2002 and $27 million in 2001) and the effluent 
treatment system at the Lufkin mill ($7 million in 2002). In 
September 2002, the Company completed the conversion to 100% 
recycled paper at its Thorold, Ontario mill. The project was com- 
pleted on schedule, and the mill started up slightly ahead of 
expectations. The TMP modernization project at the Baie-Comeau, 
Québec mill is also on schedule and within budget. The start-up 
is scheduled in the first quarter of 2003. In 2002, Abitibi- 
Consolidated approved the modernization of its hydroelectric 
generating facilities at Iroquois Falls, Ontario. The remainder of 
the capital expenditures was mainly related to asset maintenance. 


The Company intends to limit its capital expenditure program 
in 2003 at approximately $300 million including its share of the 
capital expenditures of the PanAsia joint venture and the project 
to convert the newsprint machine at its mill in Alma, Québec, to 
Equal Offset™ for $181 million, including capitalized interests, to 
_ be spent over the next two years. 


The Company intends to continue to maintain a disciplined capital 
expenditure program and to apply free cash flows towards the 
reduction of debt. 


Other Significant Events 

The agent appointed by the Canadian Competition Bureau in 
December 2001 could not complete the divestiture of the Port-Alfred, 
Québec newsprint mill before the expiry of the period provided for 
in the Consent Order issued by the Competition Tribunal following 
the Company's undertaking to the Bureau of December 2000. The 
Bureau is currently conducting an inquiry on the sale process. 


On September 19, 2001, the Company entered into a partnership with 
Central Newfoundland Energy Inc., a non-regulated subsidiary of Fortis 
Inc. to further develop the hydroelectric potential in Newfoundland. 
Abitibi-Consolidated holds a 49% interest in the partnership. The first 
phase of the $65 million project is planned to be operational in the first 
part of 2003 while the second and final phase is scheduled to start by 
the end of 2003. During 2002, the partnership secured $65 million in 
debt maturing in 2029 from a syndicate of lenders, with no recourse 
to the Company. Additional energy produced, covered by a 30-year 
contract, will be sold to Newfoundland and Labrador Hydro. 


2001 Compared to 2000 

Net sales totalled $5,811 million in 2001 compared to $5,370 mil- 
lion in 2000. The Company's increase in net sales is mainly attrib- 
utable to the acquisition of Donohue on April 18, 2000, whereby 
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based on the reverse takeover method of accounting, operating 
results of former Abitibi-Consolidated are included for only eight 
and a half months in 2000 compared with twelve in 2001. In addi- 
tion, the 2001 average mill net for newsprint rose 7% and value- 
added groundwood papers rose 5% compared to the previous year. 


The Company posted net earnings of $106 million in 2001, or 
$0.24 per share, compared to $293 million in 2000, or $0.76 per 
share. In 2002, the Company sold its Saint-Félicien pulp mill and 
consequently has removed the results of the mill from its continuing 
operations for the years 2001 and 2000. Net earnings from continuing 
operations amounted to $70 million in 2001, or $0.16 per share, 
compared to $200 million in 2000, or $0.52 per share. 


The reduction of net earnings from continuing operations resulted 
mainly from the larger loss on translation of foreign currency 
denominated monetary items, an increase in amortization cost 
due to the Donohue acquisition, the write-off of the Sheldon 
thermomechanical pulp mill of $33 million and an increase in 
financial expenses mainly attributable to the additional debt 
contracted to finance the acquisition of Donohue on 
April 18, 2000. These elements were partly offset by higher 
revenues previously discussed and cost reductions obtained 
through a synergy program put in place following the acquisition 
of Donohue. 


RISKS AND UNCERTAINTIES 

Prices 

Paper prices are tied to the health of the economies of North and 
South America, Asia and Europe, as well as to paper inventory lev- 
els in these regions. Continued difficult economic conditions in 
the North American and European markets in 2002 kept adver- 
tising spending down and decreased paper consumption. 


Paper prices are also tied to variances in production capacity. The 
Company believes that worldwide newsprint capacity increases 
are at historically low levels. 


The Company expects a moderate improvement in the general 
market environment for newsprint and value-added groundwood 
papers in 2003, arising from an economic recovery in North 
America and in Europe, combined with the absence of significant 
new capacity in North America. 


Foreign Exchange 

The Company's exposure to the U.S. dollar is an inherent risk to 
its business. Approximately 75% of the net revenues and 21% of 
manufacturing costs of North American operations are in U.S. dollars. 
The U.S. dollar exposure may therefore cause volatility in the 
Company's cash flows and earnings. 
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The Company's principal paper markets are outside Canada and 
exposure to exchange rate risks cannot be avoided. The Company's 
foreign exchange program includes partial hedging of U.S. dollar 
and other currency cash flows. The Company also borrows most of 
its long-term debt in U.S. dollars and this debt constitutes an effec- 
tive partial economic hedge on future U.S. cash flows. 


Softwood Lumber Dispute 

Since the end of the five-year softwood lumber agreement 
between Canada and the United States in March 2001, the USDOC 
has instituted anti-dumping and countervailing duty investigations. 
In 2002, “final determinations” were issued by the U.S. government 
and duties have been imposed at rates of 18.79% for countervailing 
duties and 12.44% for the Company specific anti-dumping fees 
calculated on the net sales of the Company's lumber shipped to 
the United States. Starting May 22, 2003 and upon request, the 
USDOC can conduct a retrospective annual review to determine 
the actual amounts of anti-dumping and countervailing duties 
owed. The difference between the amounts paid and owed would 
then be refundable to or payable by the Company with interest. 


With manufacturing operations in Canada, the United States, the 
United Kingdom and Asia, Abitibi-Consolidated believes free and 
open trade is critical to maintain global competitiveness and 
remains confident that lower rates will prevail following the retro- 
spective annual review. 


On an annual basis and based on normal shipment patterns, the 
impact of every 1% increase or decrease in countervailing or anti- 
dumping tariffs represents a change of approximately $2.4 million 
in net earnings. 


Fibre Supply 
Fibre represents the Company's major raw material in the pro- 
duction of wood products, paper and pulp. 


The virgin fibre supply required by the Company in Canada is 
mostly assured by agreements with provincial governments. The 
agreements are granted for various terms, from 5 to 25 years, 
and are generally subject to regular renewal every 5 years. They 
incorporate commitments with respect to sustainable forest 
management, silvicultural work, forest and soil renewal as well as 
cooperation with other forest users. The Company believes that it 
complies with all forest regulations and fully expects to have its 
supply agreements extended as they come up for renewal. 


Wood chips supplied from the Company's sawmills together 
with fibre exchanges with independent sawmills and long-term 
contracts with third parties conducted at market prices represent 
approximately 77% of the Company's Canadian pulp and paper 
mills requirements. 
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Virgin fibre in the United States is obtained through the 
Company's private timberlands, long-term supply contracts and 
purchases on the open market. 


The Company is North America’s largest consumer of old newspaper 
and magazines to produce recycled-content paper. The Company 
is involved in the recovery of old papers and has contracts with 
numerous recyclers, waste haulers and brokers in countries where 
its mills are located. 


The Company believes that the balance of fibre supply 
between its internal sources and the open market is more than 
adequate to support its wood products as well as paper and 
pulp production requirements. 


Energy 

Energy is an important component of paper mills’ manufacturing 
costs. The Company is exposed to energy price fluctuations. 
Natural gas and Bunker “C” prices were volatile in 2002 but did 
not create major cost increases compared to 2001 mainly because 
average fossil fuels prices were not significantly higher in 2002 
and also because of the flexibility that some of the paper. mills 
have to switch energy sources depending upon which source is 
the more advantageous. 


In May 2002, the power market in the province of Ontario was 
deregulated. The impact of deregulation in Ontario has been 
mitigated by:the Company's ability to self-generate power in some 
of its facilities and by signing fixed supply contracts. 


Environment 

The Company is subject to environmental laws and regulations 
relating to forest management, air emissions, wastewater discharge, 
waste management and landfill sites. The Company believes 
that it is in material compliance with all laws and regulations 
governing its activities and that the only foreseeable major 
capital expenditure is the ongoing rebuild of the effluent treatment 
system at the Lufkin mill (completion in 2003). 


The Company conducts environmental compliance audits, performed 
by both internal and external auditors, which cover all Company 
paper and lumber sites over a defined schedule of time. 


The Company has implemented a certification process with its 
pulp and paper mills and woodlands operations under the 
International Standards Organization (ISO). The Company plans to 
obtain ISO 14001 certification for a majority of its operations by 
the end of 2003, and Sustainable Forest Management Certification 
for its North American operations by the end of 2005. 
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Price and Exchange Rate Sensitivity 

_ The Company's operating profit from continuing operations, net 
earnings from continuing operations and diluted earnings from 
continuing operations per share are impacted by fluctuations in 
selling prices and foreign exchange to the following extent: 


2003 Sensitivities 
(in millions of Canadian dollars, except per share amounts) ee 
Based on budgeted volumes, prices and exchange rates 


. “Impact on Le 
Gross —Ss Net Earnings — 
Profit Earnings Per Share 


oe lL . : 
US$25 change in transaction 
price — per unit . a 
Newsprint” 185. 124 0.28 
Value-added ne Ce 
groundwood papers” 72 48 0.11 
Lumber?) 8 
Foreign exchange — 
- US$0.01 change in relative value 
to the Canadian dollar 2 
Cash impact 30 4 083 
Translation of foreign currencies 63. 53 0.12 
(1) Per tonne 


(2) Per thousand board feet 
(3) Translation of foreign currencies will impact earnings the opposite way 
as to cash impact 


OUTLOOK 

The Company is a major global low-cost producer and marketer of 
newsprint and value-added groundwood papers with interests in 
operations in Canada, the United States, the United Kingdom, 
South Korea, China and Thailand. It is also one of the major lumber 
producers in North America. 


The Company's production capacity, at the beginning of 2003, 
is as follows: 


(in millions of tonnes, except lumber and |-joist) 


Newsprint” 5,637 
Value-added groundwood papers 1,874 
Market pulp : 406 
Lumber (MBf) 2,277 
|-joist (ML) 5 


nnn ne cemnnanmennemanmunramammamnaenenemtimemanr nian aaa 


(1) Includes currently idled capacity. 
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Considering economists’ forecast for growth in the U.S. economy, 
the Company believes that newsprint markets will moderately 
improve in 2003. 


The Company expects the market for value-added groundwood 
papers will continue to be impacted by increased capacity in 
SC grades but to a lesser extent than in 2002. In general, prices 
may be below the 2002 average levels in the first half of this year 
and improve thereafter. 


Overall market conditions, depending on consumers’ confidence, 
are expected to improve but could be influenced by international 
military conflicts or the threat of such conflicts. 


The Company intends to limit its capital expenditure program in 
2003 at approximately $300 million and to apply free cash flows 
toward the reduction of long-term debt. 


FORWARD-LOOKING STATEMENTS 

Certain statements contained in this management discussion and 
analysis (MD&A) and in particular the statements contained in 
various outlook sections, constitute forward-looking statements. 
These forward-looking statements relate to the future financial 
condition, results of operations or business of the Company. These 
statements reflect expectations and estimates about the markets in 
which Abitibi-Consolidated operates and management's beliefs 
and assumptions regarding these markets. These statements are 
subject to important risks and uncertainties which are difficult to 
predict and assumptions which may prove to be inaccurate. The 
results or events predicted in the forward-looking statements con- 
tained in this MD&A may differ materially from actual results or 
events. Some of the factors, which could cause results or events to 
differ materially from current expectations, are discussed above 
under the section “Risk and Uncertainties” and other cautionary 
factors are outlined elsewhere in this MD&A. The Company dis- 
claims any intention or obligation to update or revise any forward- 
looking statements, whether as a result of new information, future 
events, or otherwise. In particular, forward-looking statements do 
not reflect the potential impact of any merger, acquisitions, other 
business combinations or divestitures that may be announced or 
completed after such statements are made. 


CONTRACTUAL OBLIGATIONS 

Abitibi-Consolidated has long-term debt with contractual 
maturities as described in note 16 of the Notes to Consolidated 
Financial Statements. 


In addition, the Company uses various financial instruments as 
described in note 19 of the Notes to Consolidated Financial 
Statements to reduce its exposure to foreign exchange and to 
manage the fixed and floating interest rate mix. 
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Finally, the Company has operating leases and other commitments 
entered into in the normal course of business. These commitments, 
which are not accounted for on the Company's Consolidated 
Balance Sheet are described in note 20 of the Notes to 
Consolidated Financial Statements. 


CHANGES IN ACCOUNTING POLICIES 

In 2001 and effective January 1, 2002, the Canadian Institute of 
Chartered Accountants (CICA) issued two changes in Canadian 
Generally Accepted Accounting Principles (GAAP) impacting the 
Company's results. First, the CICA issued amendments to Handbook 
Section 1650 intended to eliminate the deferral and amortization 
of unrealized translation gains and losses on foreign currency 
denominated monetary assets and liabilities. The recommendations 
were adopted retroactively, with restatement. The pre-tax impact of 
this change is a gain of $54 million in 2002 and a charge of 
$265 million in 2001. Secondly, the CICA issued a new Handbook 
Section 3062 that requires intangible assets with an indefinite 
life and goodwill to be tested annually for impairment. 
Consequently, goodwill and indefinite life intangible assets are 
no longer amortized. Such amortization represented a charge of 
$40 million in 2001. 


In the second quarter of 2002, the Company completed its 
transitional goodwill impairment test as of January 1, 2002 and 
determined there was no goodwill impairment. Abitibi-Consolidated 
performed a second impairment test in the fourth quarter of 2002 
and determined again that there was no goodwill impairment. 
Such test will be conducted on an annual basis in the fourth 
quarter of each future year. 


Finally, the CICA issued a new Handbook Section 3870 on Stock- 
based compensation. The Section establishes standards for the 
recognition, measurement and disclosure of stock-based com- 
pensation and other stock-based payments. The Company has 
stock-based compensation plans, which are described in note 9 of 
the Notes to Consolidated Financial Statements. The Company 
records to earnings the intrinsic value of stock options at the 
granted date, which is usually nil. 


IMPORTANT ACCOUNTING POLICIES AND ESTIMATES 
The Company's summary of significant accounting policies is 
described in note 1 of the Notes to Consolidated Financial 
Statements. Abitibi-Consolidated believes its most critical 
accounting policies include those related to foreign exchange, the 
Company's employee future benefit plans, goodwill and future 
income taxes. 


Foreign Exchange 


The application of CICA Handbook Section 1650 “Foreign cur- 
rency translation” requires that monetary assets and liabilities of 
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domestic and integrated foreign operations denominated in for- 
eign currencies be translated at year-end exchange rate and the 
gains or losses resulting from the period to period exchange 
variation be absorbed in the Consolidated Statement of Earnings. 


The majority of the Company's long-term debt is denominated in 
U.S. dollars. A variation of US$0.01 in relative value to the Canadian 
dollar represents $63 million of non-cash pre-tax gain or loss to 
the Company's Consolidated Statement of Earnings. 


Employee Future Benefit Plans 

The application of CICA Handbook Section 3461 “Employee future 
benefits” requires judgments regarding certain assumptions that 
affect the amounts recorded for estimated plans accrued benefits 
obligations and related income or expense. 


The Company uses independent actuarial firms to perform actuarial 
valuation of the fair values of post-retirement and pension plans 
obligations. The major assumptions are the discount rate used to 
calculate the present value of the pension obligation, the expected 
return on plan assets and the rate of compensation increase. The 
Company, based on its own experience and recommendations 
from its actuarial firms, evaluates these assumptions annually. The 
Company, amortizes past service costs and cumulative unrecognized 
net actuarial gains and losses, in excess of 10% of the greater of 
the projected benefit obligation or the market-related value of 
plan assets, over the average remaining service period of the 
active employee group covered by the plans. A description of 
the plans, the assumptions used in the calculation and certain 
sensitivities are presented in note 17 of the Notes to Consolidated 
Financial Statements. 


Goodwill 

The application of CICA Handbook Section 3062 “Goodwill and 
other intangible assets” requires that the excess of the pur- 
chase amount of acquisitions over the value of the identifiable net 
assets should no longer be amortized to earnings, but periodically 
tested for impairment. 


The Company uses certain operating and financial assumptions 
to conduct its impairment test. This test uses current market 
information, if any, or other generally accepted valuation methods, 
such as discounted cash flows. Differences in assumptions 
regarding discount rates and projection of future operating 
cash flows could have a significant impact on the determination 
of the impairment amount reported through the Company's 
Consolidated Statement of Earnings. These assumptions are 
tested against relevant independent information for consistency 
and reliability. 
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Future Income Taxes 

The application of CICA Handbook Section 3465 “Income taxes” 
requires that future income tax assets and liabilities should be rec- 
ognized for the future income tax consequences of events that 
have been included in the Consolidated Statement of Earnings 
or income tax returns. Future income tax is provided for using the 
liability method and recognizes all significant temporary differ- 
ences between the tax and Consolidated Financial Statements 
bases of assets, liabilities and certain carry forward items. 


The Company's future income tax assets are recognized only to 
the extent that, in the Company's opinion, it is more likely than not 
that the future income tax assets will be realized. This opinion is 
based on certain estimates and assumptions. If these estimates or 
assumptions change in the future, the Company could be required 
to reduce or increase the value of the future income tax assets 
resulting in income tax expense or recovery. The Company evalu- 
ates its future income tax assets periodically. 


USE OF NON-GAAP FINANCIAL MEASURES 

EBITDA is not a recognized measure under Canadian GAAP. The 
Company believes that this measure is useful supplemental infor- 
-mation as it provides readers with an indication of cash available 
prior to debt service, capital expenditures and income taxes. 
Readers should be cautioned however that this information should 
not be confused with or used as an alternative for net earnings 
determined in accordance with GAAP as an indicator of performance 
or cash flows from continuing operating, investing and financing 
activities as a measure of liquidity and cash flows. 


EBITDA is calculated by adding amortization of fixed assets 
and amortization of intangible assets to operating profit from 
continuing operations. The Company's method for calculating this 
information may differ from that used by other companies and, 
accordingly, this information may not be comparable to measures 
used by other companies. 


EBITDA 
in millions of dollars 


2002 2001 
$ $ 


Operating profit from continuing operations 182 965 
Plus: 
Amortization of fixed assets 648 640 


_ Amortization of intangible assets 16 16 
EBITDA a ae 846 1,621 
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DISCLOSURE CONTROLS AND PROCEDURES 

AND INTERNAL CONTROLS 

Disclosure controls and procedures have been established by the 
Company to ensure that information disclosed by the Company in 
this MD&A and the related financial statements was properly 
recorded, processed, summarized and ultimately reported to the 
Board and the Audit Committee. 


The Company has also set up internal controls and procedures for 
financial reporting to ensure that the financial information con- 
tained in this MD&A and the related financial statements is fairly 
presented in conformity with GAAP and that the Company's trans- 
actions are properly approved, its assets are safeguarded against 
unauthorized or improper use, and the transactions it enters into 
are properly recorded and reported to permit the preparation of 
the Company's financial statements in conformity with GAAP. 


In the quarter ended December 31, 2002, the Company did not make 
any significant changes in, nor take any significant corrective 
actions regarding, the controls and procedures described in the two 
preceding paragraphs, or other factors that could significantly 
affect these controls and procedures. The Company's CEO and CFO 
periodically review the aforementioned controls and procedures 
for effectiveness and conduct an evaluation each quarter. As of the 
end of the fourth quarter, the Company's CEO and CFO were 
satisfied with the effectiveness of the aforementioned controls 
and procedures. 


OVERSIGHT ROLE OF AUDIT COMMITTEE 

AND THE BOARD OF DIRECTORS 

The Audit Committee reviews the Company's annual MD&A and 
related financial statements with management and the external 
auditors, and recommends their approval to the Board. 
Management and the internal auditor of the Company also 
present periodically to the committee a report of their assessment 
of the Company's internal controls and procedures for financial 
reporting. The external auditor periodically prepares for management 
a report on internal control weaknesses identified during the 
course of the auditor's annual audit, which is reviewed by the 
Audit Committee. 


37 


Rod ee 


a 
- 


mes 


: i) 
7 


a 
me - 
: oe 


ae 
ca 


on 
a ae 


ae 


Geran 
Ae 
WANN 
ee 


ene 
oa 


ee 


at ‘ ‘ ‘ 


the Company's management 


. some amounts, 
tent with that shown in 


te inte nal controls and procedures 
generally accepted acc 


iT 


epted acco nting principles, A 
olicies and internal controls and procedures for financial 
) Governance Committee and the Audit 


ae 


oy 


os 


AUDITORS’ REPORT 


To the Shareholders of Abitibi-Consolidated Inc. 


We have audited the consolidated balance sheets of Abitibi-Consolidated Inc. as at December 31, 2002 and 2001 and the consolidated statements 
of earnings, deficit and cash flows for each of the years in the three-year period ended December 31, 2002. These consolidated financial statements 
are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 
December 31, 2002 and 2001 and the results of its operations and its cash flows for each of the years in the three-year period ended 
December 31, 2002 in accordance with Canadian Generally Accepted Accounting Principles. 


Deerantirhauaperpew LL 
Chartered Accountants 


January 22, 2003 
Montréal, Québec, Canada 
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pepar t te ee ied States Generally ae Accounting Principles ( ("US GAAP") on are not intended to 
ain disclosures which would typically be found in US GAAP financial statements. These measurement differences are described in 
Herences pe Canadian and ds States ely — oe Principles”. : 


ciples of re , . 
ive April 18, 2000, the Company ee all of S cemnne. common dae of bode inc. ( “Donohue"). The business — 
ination of the Company and Donohue has been accounted for using the reverse takeover method of purchase accounting. Donohue was 
leemed to be the acquirer and to have purchased the assets and liabilities of Abitibi-Consolidated Inc. because the shareholders of Donohue, 
a group, became owners of more than 56% of the voting shares of the Company on a fully diluted basis following the business 
ombin on. The results of operation of Abit Consolidated Inc. are included i in the consolidated fi nancial statements from April 18, 2000, eee 


the authorized oa issued con stock, which i is, tat of the legal parent company, Abitibi Consolidated Inc. The consolidated 
operations : and cash flows for the period from January 1, 2000 to Apr 17, 2000 are those of Donohue only. Consolidated pro forma 
a and cash flows are presented i in i note 3 as supplementary information, as if the business combination had occurred 


consolidated financial statements include the accounts of the Company, all its subsidiaries and its proportionate interest in joint venture 
erships. The oo in companies subject to significant influence are accounted for using the equity method. 


: The Company operates an rteatated buines | in cies ete Ope ations are locate “the United States, the United Kingdom, — 
Korea, China, and in Thailand. The woodlands operations supply logs t to sawmills and cee pulp and paper mills. Sawmills process 
logs to produce wood products and wood chips. The production and selling ‘of wood products constitutes the ’ ‘Lumber” segment. Chips are 
ed in the production ¢ f newsprint, value-added groundwood papers . and market pulp. The remaining fibre requirements for the production 
of newsprint and value-added groundwood | papers comes mainly from the | paper re cling facilities operated by the Company and from long- 

_ term supply agreements. The manufacturing and selling of news int and the collection of old papers constitute the “Newsprint” segment. 

Newsprint is used to print newspapers and advertising flyers ‘therefore demand is determined by circulation and advertising. The manufac: 
turing and selling of value-added groundwood papers and a small volume of market pulp constitute the "Value-added groundwood papers” 

segment. ‘Value-added groundwood papers are used by commercial print 
as inserts, books, oe es business forms, ae and catalogues. 


Most oe the canary S ee are onete gota with a signifi font rconcntaton i in the United States The e Company does not have: any 
oat ‘customers for. which sales exceed 10% of total sales. : : 


. _ The accounting policies, used j in each of hee ee cones are - same as those described in this summary ¢ of signifi icant accounting 
policies. Head Office costs are distributed to the different segments using an appropriate ‘method and this distribution is accounted for 
_ at book value. Inter-segment transfers of wood chips, old Feber we ey es are aes at a oe value, ey is oe oe 
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2 The! besinels cone are mianeged ey pecs ach segment requires different technology and ens Strategies. Business seg- 
ment. operating profits take into account net sales, cost of products sold, selling, general and administrative expenses, and amortization for each 
business segment. Interest income, financial charges, other expenses, and i income tax expense are not allocated to specific business segments. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2002, 2001 and 2000 


Use of estimates 
The preparation of financial statements in conformity with Canadian Generally Accented Accounting Principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities 
at the date of the financial statements and the amounts of revenues and expenses for the reporting period. Actual results could differ from 
those estimates. 


Revenue — 
The Company recognizes revenue when persuasive evidence of an arrangement exists, goods have been delivered, there are no uncertainties - 
surrounding product acceptance, the related revenue is fixed and determinable and collection is considered probable. Distribution. costs 2 

$582 million in 2002 (2001 — $581 million, 2000 — $559 million) have been charged cS gross revenue in determining the net ao 


Translation of foreign currencies : Se 
Self-sustaining foreign operations 8 
Assets and liabilities of self-sustaining foreign subsidiaries and joint ventures are translated into Canadian dele at a 
exchange rates and the resulting unrealized exchange gains or losses are included in the foreign currency translation adjustment account in 
shareholders’ equity. 


Domestic and integrated foreign operations 
Monetary assets and liabilities of domestic and integrated foreign operations denominated in foreign currencies. are translated at 
year-end exchange rates. Non-monetary assets and liabilities of integrated foreign operations are translated at the historical rate relevant for 
the particular asset or liability, The resulting exchange gains or losses are absorbed by operations in the a ee oe oe ale: 
translated at prevailing market rates in the recognition period. a 


Translation of other foreign currency transactions 
US dollar debt is translated at year-end exchange rate. The resulting exchange gains or losses are included in earnings in the year. 


Realized gains and losses on options and forward exchange contracts that hedge anticipated revenues are included in earnings when such 
revenue is earned. 


Inventories 
Lumber, newsprint and value-added groundwood paper inventories are valued at the lower of cost, determined on an average cost basis, and 


net realizable value. SS 


Logs, chips, other raw materials, and production and maintenance supply inventories are valued a the lower . cost, determined on an A 
average cost basis, and replacement cost. 


Investments 
Investments in companies and other entities subject to significant influence are accounted for using the equity method. Other investments — 
are recorded at cost. 


Fixed assets and amortization 


Fixed assets are recorded at cost, including capitalized interest and pre-production costs. Investment tax credits and government capital grants 
received reduce the cost of the related fixed assets. 
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The Company had the following US dollar forward contracts outstanding at December 31: 


Average Canadian dollar 
Contract rate to sell US$1 


Contract amount 
Millions of US dollars 


iy CO 2002 eee 20 2002 2001 


oo oe $ $ 
ee vs = 1.4038 = 556 
2003 1.4692 1.4692 449 449 


0 oe 1.4918 1.4918 5 5 


The Company had the following US dollar zero cost tunnels contracts outstanding at December 31: 


Average Average Average Average Contract amount 
: floor ceiling floor ceiling Millions of US dollars 
Maturity 2002 2001 2002 2001 
oe a $ $ 
: ' 
2002. i = = 1.4260 1.4912 - 58 
2003 1.5571 1.6227 = = 281 = 
2004) we W757 1.6247 = = 208 is 
~The Company had the following US dollar put option contracts outstanding at December 31: 
Average Canadian dollar Contract amount 
ie Contract rate to sell USS1 Millions of US dollars 
Maturity 2002 2001 2002 2001 
a ue ae $ $ 
2002 oe : - 1.5310 - 51 


_ The gains and losses on foreign exchange contracts are recognized in earnings when the related hedged revenue is recorded. As at 
December 31, 2002, the Company would have had to pay $55 million (2001 — $164 million) had it settled its then outstanding foreign 
exchange contracts. Above and beyond that potential obligation, an amount of $11 million receivable (2001 — $15 million payable) has 

~ been recorded as part of the reverse takeover accounting, when all of the foreign exchange contracts of Abitibi-Consolidated Inc. were marked 
~ to market. 


_ b) Interest rate risk management ; 
The Company uses interest rate swap agreements to manage the fixed and floating interest rate mix of its recourse debt portfolio and 
related cost of borrowing whereby it is committed to exchange with the contracting parties, at specific intervals, the difference between the 
fixed and floating interest rates or within a specified range of interest rates calculated by reference to the notional amounts, Interest expense — 
on the debt is adjusted to include payments made or received under these agreements. The related amount receivable from counterparts is 
included in the accounts receivable. : 


As at December 31, 2002, the Company had US$200 million (2001 — nil) of interest rate swaps designated as hedges on the interest expense 
of the $US401 million 8.30% notes due August 1, 2005. The interest paid under these agreements is based on the LIBOR six months rate. 


The Company would have received $17 million (2001 — nil) had it settled its interest rate swaps outstanding as at December 31, 2002. 


As at December 31, 2002, the Company had $11 million of deferred gain realized on early terminatidn of interest swap contracts. This gain 
will be amortized against interest expense over the remaining term of the original contracts maturing in 2006 and 2007. 
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counts receivable fromSFKGP oo : 5 = 


iHoretiees between oncen aad United States heh Accepted Accounting Principles 
1 millions Sy Canadian dollars, except per share amounts) 


e Company’ S consolidated fnandel statements have been prepared in accordance with Canadian Generally Accepted Accounting Principles 
GAAP") which, in the case of the Company, are in conformity in all material fe oe with US GAAP with the following material exceptions: 


a) The ‘Gneany has outstanding foreign noone onan contracts, which it designates as a hedge of amigos future revenue and 

outstanding interest rate swap, which it designates has a hedge of the fair value of a portion of the long-term debt. Since January 1, 2001, 

the Financial Accounting Standard Board ("FASB") Statement 133 “Accounting for Derivative Instruments and Hedging Activities” 

requires accounting for derivative in the balance sheet at fair value. There was no transition amount upon the adoption of FASB Statement 

133. Up to December 31, 2000, under US GAAP, any gains or ae on such foreign exchange forward contracts were recognized in 

income immediately. 

2 ) In Canada, gains or losses. on early retirement of oe. -term debt are included i in earnings before ‘extraordinary items. In the United States, 

up to December 31, 2002, those items were specifically classified as extraordinary. 

©) The Company recorded the disposal of its investment in the Saint-Félicien mill as discontinued operations. Under US GAAP, in accordance 

with FASB Statement 144, the disposal would not be accounted for as discontinued operations as the Company still has an involvement 
2u the operations of the mill through its remaining participation in SFK as of December 3202 

— d) The Company accounts for its joint venture investments using the pepotinet consolidation method. Under US GAAP, these joint 
ventures would be accounted for using the equity method. 

~e) The Company recorded the redemption of Donohue's stock options as a capital aan charged to ane earnings. Under US GAAP, 
Sein accordance with APB25 “Accounting for Stock Issued to oo a compensation cost would have Hees recorded to Cee pen 
the early settlement of the options. 

3) Up to July 1, 2001, ‘Canadian GAAP permitted the acquirer ina bine combination ae asa cue to adit to fair value 
Specific assets and obligations of the acquirer as if they were those of the acquired Company. These are referred to as the duplicate 

property provisions. US GAAP would have not permitted this accounting treatment in accordance with EITF Abstract 95-3. 
~g) The Company deducts the distribution costs from gross revenue in determining the net sales on its Consolidated Statement of Earnings. 
Under US GAAP, in accordance with EITF Abstract 00-10, these costs would be included i in the cost of products sold. 

_h) The provisions of FASB Statement 87 “Employers' Accounting for Pensions” required the Company to record an additional minimum 
liability that represents the excess of accumulated benefit on over = fair value “ the re assets as at December 31, 2002 and 
2001, for those plans having such an excess. — 

i) The Financial Accounting Standard Board has issued FASB sitement 143 accints for Asset peuenen: Pohligations” dene for 
fiscal years beginning after June 15, 2002. This Statement requires that the fair value of a liability for an asset retirement obligation be 
recognized | in the period in which it is incurred if a reasonable estimate of fair value can be made. The associated asset retirement costs 
are capitalized as part of the carrying amount of the long-lived asset. The financial statements of the Company will be es to this 
Statement in 2003. The i on the financial statements of the Company has not yet been determined. 2 


The following information is pees in accordance — - GAAP, flecing the adjustments dicosed above. 


aa | 
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REPORT OF THE CORPORATE GOVERNANCE COMMITTEE : 


The year 2002 brought many developments in terms of corporate governance and accountability in both Canada and the United States, Heigh 
expectations on the part of investors and the public in general encouraged governments and regulators i in both countries to pcre and adopt 
rules in this sector, and revise and amend ones aus in effect. . 


In Canada, the most important development in ‘the last year was the reduc in Ontarte a new legislation oe major ie es 
governance and disclosure regime, which should have an impact throughout the country. Meanwhile, the TSX proposed to its listed comp 
requirements and guidelines pertaining to corporate governance. Both these new regimes are expected to come into effect in 2003. 


In the United States, the Act to protect investors by improving the accuracy and reliability of corporate disclosures made pursuant to the se 
laws, and for other purposes (the "Sarbanes-Oxley Act of 2002") introduced a number of corporate governance requirements that affect pa 
in U.S. markets, including the Company. The Company is in full compliance with those aspects of the Sarbanes- “Oxley Act. of that have | 
force. Other aspects of that legislation are not yet in effect, pending the finalization of implementing ules by the Securities and 
Commission (the "SEC”). The Corporate Governance Committee will continue to follow the progress of these rules, with a view to recommen 
the Board any changes to the Company's governance practices that may be necessary to comply with the act's requirements as they become eff 
Meanwhile, the New York Stock Exchange has undertaken a major revision of its policies, which are currently being reviewed by the SEC. It is 
clear which of the proposed amendments will be applicable to foreign private issuers, including the Company. However, as with the Sarbane 
Act of 2002, the Corporate Governance Committee will follow the progress of the SEC's review of the proposed amendments wit 
recommending any changes to the Company's governance practices that may be necessary do order to ay co y | 
applicable to the Company in a timely manner. oe : . — 


The Company is proud to be at the forefront of best corporate governance and disclosure practices, and its achievements in this doma 
recognized in 2002. Although the Company's practices already exceeded what was required under the TSX guidelines and were in line wi 
legislative developments in the United States, the Company pursued its efforts in 2002 to improve its corporate governance and disclosure pr. 
Some of the major initiatives of the Company in that area included a complete review of its compliance and disclosure. practices, includi 
of business conduct and its policy on disclosure. Also, the Company's Chief Executive Officer and Chief Financial Officer certified the Comp 
results commencing the third quarter of 2002 and will continue this practice on a quarterly basis. The Company's practices are in line with t 
guidelines proposed by the TSX and this report on corporate governance practices is made with reference to these proposed guidelines, althou 
are not yet in effect. 


In 2003, two new nominees will stand for election to the Board to replace directors who will retire. These nominees, in conformity Ww wi 
Board practices, come from diverse backgrounds and will continue to improve the overall quality of the Board. These new nominations 
with the Company's objective of renewing its Board's ie ee of which is now ee of eee nominated for the fi : 
last three years. oe 


It is a pleasure and an honour to serve you as Chair of the Corporate Governance Committee. 


“jie 


Richard Drouin 
Chair 
Corporate Governance Committee 
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a TSX Gu am oe Guidelines No. Ya) 
> TSX Guid ines and Proposed Guidelines No. 1(b) : 
"TSX Guidelines and Propose Guidelines No. 1(c) 
: : TSX Guidelines and Proposed Guidelines No. (0) 
_ © TSX Guidelines and Proposed Guidelines No. ie) 


Authority of the Board’ 
The Board discharges its responsibilities both directly and through its committees. The Board has retained specific authority to sant fi fi nal a eerie 
with respect to each of the following matters, in addition to those that require Board ae under applicable law: 


— 


a 
b 
C 
d 


the strategic direction of the Company, including the three-year plan; 
material contracts, acquisitions or divestitures of the Company's assets; 
the annual strategic plan, operating and capital budgets; and 

the hiring, description of positions and responsibilities {including the definition of the limitations to managements oa) 
performance evaluation, compensation, the setting of objectives and succession plans for the President and Chief Executive 2 OH, and other 
senior executives. 


1S 


The Board from time to time delegates to senior executives i the authority to enter into certain types of transactions, including ee transactions o 
subject to specified limits. According to the Company's policy, investments and other similar expenditures above the specified limits, i e 
capital projects as well as material transactions outside the ordinary course of business, whether on or off balance sheet, are reviewed _and subj 

to, the prior approval of the Board (See also “Board Expectations of Management” section below). ee 


Composition of the Board 
The size of the Board is authorized by the articles of the Company to be between three and twenty-one. The Board currently consists ot 11 nme oe: 
The Board believes that such number of directors is large enough to allow the directors to benefit from a wide variety of ideas and viewpoints _ 

without compromising the communication among the directors and between the directors and ey The Board poneially examines its size 
and composition to determine whether it achieves the appropriate balance’. é 


The Board has established a number of committees to facilitate the flow of information concerning the Company to the directors, and to monitor the 
efficiency of management's decisions and the development of management's expertise. These committees report on an ongoing basis to the Board 
and consult it on major issues and obtain its approval when required. Minutes of the meetings of the committees are also circulated to the Board — 

on a regular basis. s 


When recruiting new directors, the Board assures itself that the candidates possess personal qualities and traits such as integrity, an informed 
judgement and a solid track record as well as competencies, such as financial literacy and accounting or related financial experience, which add Val 
to the Company. The Company conducts a comprehensive education and orientation program for new directors, which includes distrib 
of appropriate information materials, mill visits and orientation sessions with other board members and senior management. Furthermore, 
a continuing education program intended to broaden or deepen competencies and experience is provided to all Board members’. 


Role of the Chairman” 
The Chairman of the Board is charged with the responsibility of ensuring the efficient operation of the Board and its committees. As an ex-officio 
member of each committee of the Board, one of the Chairman’s principal duties is to properly evaluate the effectiveness of the committee structur 
and the quality of management's work that is presented in support of the decision-making process of the Board. Mr. Richard Drouin, 0. G, Q 
is the current Chairman of the Board of the Company (See also “Board Independence” section below). 


” TSX Guidelines No. 11 and Proposed Guidelines No. 11 and Practice Note No, 1.1 ‘ 
* TSX Guidelines and Proposed Guidelines No. 7 

” TSX Guidelines and Proposed Guidelines No. 6 and Practice Note No. 6.1 

TSX Guidelines and Proposed Guidelines No, 12 and Practice Note No. 12.1 
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2002 BOARD OF DIRECTORS 


Dong Kil Cho. 
Seoul, South Korea 
Chairman, Hansol Group 


Mr. Cho joined Hansol Paper in 1986 as 
Manager, Corporate Planning, eventually 
becoming Chief Executive Officer from 
March 2001 to January 2002. He was also 
named Vice Chairman of Hansol Group in 
1997, which led to his current role of 
Chairman, as of January 2002. 


A Korean citizen, Mr. Cho is fluent in 
Japanese and English. He graduated from 
Phillips Academy in Andover Massachusetts 
in 1974 and completed a B.A. in Economics 
from Yonsei University in Seoul, Korea. 


Marlene Davidge 
Toronto, Ontario 
Partner, Torys LLP 


Mrs. Davidge obtained a Bachelors degree 
from University of Toronto, After obtaining 
her law degree from Osgoode Hall Law 
School she joined Torys LLP where she 
continues her practice today as a partner of 
the firm and a leading lawyer in mergers 
and acquisitions, corporate finance and 
investment funds. She has been a member 
of her firm's Executive Committee and is 
currently a member of the Advisory 
Committee of University College, University 
of Toronto. 
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Richard Drouin, 0.C., Q.C. 
Québec, Québec 

Chairman of the Board, 
Abitibi-Consolidated Inc. 


Mr. Drouin is currently a counsel in the law 
firm, McCarthy Tétrault LLP. He is also 
Chairman of the North American Electric 
Reliability Council (NERC), which oversees 
the reliability of the Transmission Systems in 
North America. He was the Chairman and 
CEO of Hydro-Québec from 1988 to 1996. 
He currently sits on the board of the following 
publicly traded companies: American Super- 
conductor Corporation (Boston), nStein 
Technologies and Stelco. He is a Fellow of 
the Royal Canadian Geographical Society 
and Chairman of the Board of Trustees of 
Université Laval. Mr. Drouin is an Officer 
of the Order of Canada. In 1993, he was 
awarded an honorary degree from the 
Université Lumiére in Lyon, France. He is an 
Honorary Consul for Great Britain in Québec. 


Jean Gaulin 
San Antonio, Texas 
Corporate Director 


Mr. Gaulin obtained a bachelor degree in 
chemical engineering and science in 1967 
from Ecole Polytechnique (Université de 
Montréal). Mr. Gaulin retired as Chairman, 
President and Chief Executive Officer of 
Ultramar Diamond Shamrock in January 
2002 at the conclusion of the merger with 
Valero Energy Corporation. Mr. Gaulin 
currently serves on the following boards: 
Crane Co., National Bank of Canada, Groupe 
St-Hubert Inc.; Corporation de l’Ecole 
Polytechnique; International Council of 
I'Ecole des Hautes Etudes Commerciales; 
Board of Trustees and Executive Committee 
for United Way of San Antonio and Bexar 
County, and was involved with the Canadian 
Red Cross and the Hearth Institute 
of Montréal. 


Gordon C. Gray, FCA. 
Richmond Hill, Ontario 
Chairman, Integris Metals Inc. 


A chartered accountant who began his 
career with Price Waterhouse after obtaining 
a B.Comm. from Queen's University. Former 
Chairman and President of Royal LePage, 
where he served in a variety of executive 
posts for over 30 years. Mr. Gray was 
Chairman of Rio Algom Ltd. for 12 years until 
2000, when he was appointed Chairman of 
Integris (formerly North American Metals 
Distribution Inc.) Mr. Gray is Honorary 
Chairman of Royal LePage Limited and 
sits on the following boards: McDonald's 
Corporation and Rio Algom Ltd. 


H. Earl Joudrie 
Toronto, Ontario 
Corporate Director 


Over his career, Mr. Joudrie has held a vari- 
ety of executive positions in a number of 
resource based corporations, including that 
of Chief Executive of Dome Canada Limited, 
Encor, Voyager Petroleums Ltd., Ashland Oil 
Canada Ltd. and as Senior Vice-President 
and Group Operating Officer of Ashland Oil 
Inc. Mr. Joudrie was Chairman of Gulf 
Canada Resources Ltd. until August 2001 
and Chairman of Algoma until January 2002. 
He currently holds the following director- 
ships: ATCO, Canadian Tire, Zargon Oil and 
Gas, Carma Consolidated, Trention Steel 
Works and Conoco Phillips Canada. 
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Lise Lachapelle 
Montréal, Québec 
Corporate Director 


Mrs. Lachapelle is currently a Corporate 
Director and a consultant. A native of 


Montréal, Mrs. Lachapelle holds a. 


Bachelor's degree in Business Administra- 
tion from the University of Montréal (HEC). 
She also studied at the University of Western 
Ontario and the Harvard Business School. 


She was President and CEO of the 
Canadian Pulp and Paper Association from 
1994 until January 2002. She is currently 
a member of the Board of Directors 
of L’Industrielle Alliance Inc., Russel 
Metals Inc., BNP-Paribas (Canada) and 
Le Groupe CFC. Mrs. Lachapelle also 
serves on the Board of L’Ecole des Hautes 
Etudes Commerciales. 


C. Edward Medland 
Toronto, Ontario 
President, Beauwood Investments Inc. 


Mr. Medland is currently Chairman of the 
Board of Cadillac Fairview Corp. He was 
Chairman and CEO of Wood Gundy Inc. from 
1972 to 1988. Mr. Medland is a graduate of 
the University of Toronto and holds the fol- 
lowing directorships: Global Telecom Corp., 
MCM Split Share Corporation and Premium 
Income Corp. Mr. Medland is also a former 
Chairman of the Boards of Investment 
Dealers’ Association of Canada as well as 
the Ontario Teachers’ Pension Plan. 
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John A. Tory, Q.C. 
Toronto, Ontario 
President, Thomson Investments Limited 


Called to the Bar in 1954 and appointed 
Queen's Counsel in 1965, Mr. Tory serves 
as director of The Thomson Corporation, 
Rogers Communications, and the Canadian 
Psychiatric Research Foundation. 


David A. Ward, Q.C. 

Toronto, Ontario 

Partner, Davies Ward Phillips & Vineberg LLP 
: 


An international taxation lawyer and 
founding partner of Davies Ward Phillips & 
Vineberg LLP, a law firm with offices in 
Toronto, Montréal, New York, Beijing and 
Paris. Mr. Ward received a Bachelor of 
Commerce degree from Queen’s University 
and an LL.B. from Osgoode Hall Law 
School and has practiced in commercial, 
tax and related fields of law since 1958. 


John W. Weaver 
Montréal, Québec 
President and Chief Executive Officer, 
Abitibi-Consolidated Inc, 


With a PhD from the Institute of Paper 
Science and Technology and nearly 
30 years experience in this industry, 
Mr. Weaver applies his intricate knowledge 
to the following industry boards: the 
American Forest and Paper Association; the 
Institute of Paper Science and Technology 
as well as Pan Asia Paper Company. 
Mr. Weaver also serves as Chairman of The 
Forest Products Association of Canada. 


MANAGEMENT AND 
CORPORATE OFFICERS 


John W. Weaver 
President and Chief Executive Officer 


Louis-Marie Bouchard 
Senior Vice-President, 
Woodlands and Sawmills Operations 


Alain Grandmont 
Senior Vice-President, 
Value-Added Paper Operations 


Colin Keeler 
Senior Vice-President, 
North American Newsprint Sales 


Paul Planet 
Senior Vice-President, 
International Newsprint Sales 


Pierre Rougeau 

Senior Vice-President, 
Corporate Development 
and Chief Financial Officer 


David Schirmer 
Senior Vice-President, 
Value-Added Paper Sales 


Thor Thorsteinson 
Senior Vice-President, 
North American Newsprint Operations 


Bruno Tremblay 
Senior Vice-President, 
Technology Services 


Jacques P. Vachon 
Senior Vice-President, 
Corporate Affairs and Secretary 


Viateur Camiré 
Vice-President, 
Human Resources 


Allen Dea 
Vice-President and Treasurer 


Jocelyn Pépin 
Vice-President 
and Corporate Controller 
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America when used in reference to our markets. 
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for. Standardization, the ISO document series defines high 


fibre for its paper ae 


Rotogravure paper — high smoothness uncoated groundwood 
paper, typically used for printing of catalogues and magazines. 
~ SC (supercalendered) paper — clay-filled groundwood paper 
__ (ABical™) having a smooth finish and high opacity, used primarily 
_ for catalogues, magazines and inserts. SCA is a higher-value 
_ grade than SCB, which is higher than SCC. 
-Soft-nip — a finishing process where the contact area between 
two rolls on a papermaking machine | is usec to make the paper 
smooth and glossy. 
‘Stumpage fee — fee paid for harvested ce from public 


forests or privately owned forestland. 


Sustainable forestry —- managing and using the forest to meet 
the various needs of today’s society, while maintaining the 
productive capacity of natural forest ecosystems and the biodiversity 
of the forest. 
_ Tonne — 1 metric tonne equals 1,000 kilograms corresponding 
to 1.1023 short tons (1 short ton equals 2,000 pounds). 
Total frequency of accidents — number of accidents involving 
lost time or modified work multiplied by 200,000 divided by the 


number of hours worked. 


UFS (or uncoated free-sheet) — grades of paper ee up of 


essentially all chemical pulp with no mechanical pulp and _ 


without any applied sheet-coating material. It is used for printing 
and writing purposes. 

Uncoated groundwood —a higher value grade of paper which 
_ has properties similar to newsprint and is used in printing papers 
for directories, catalogues, advertising circulars, periodicals, etc. 
_ Value-added papers — quality uncoated paper that is a higher 
grade than newsprint, but lower than fine paper, in terms of 
brightness, surface smoothness and opacity. Made largely from 
groundwood or mechanical pulp and also contains iE erving 
proportions of chemical pulp and fillers. 

Wood chips — pieces of wood approximately 1” square by 1/8" 
thick resulting from the cutting of logs in chippers. 
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The Annual and Special Meeting of Abitibi-Consolidated Inc. 
shareholders will be held at Le Salon Windsor, 1170 Peel Street, 


_ Montréal, Canada, on Wednesday, April 23, 2003 at 11:00 A.M. 


_ Transfer agents and registrars 


Computershare Trust Company of Canada 


_ Halifax, Montréal, Toronto, Winnipeg, Calgary and Vancouver, Canada. 


Computershare Trust Company Inc. 
‘(Computershare USA) 
New York 


Auditors 
PriceWaterhouseCoopers LLP 


Investor contact 


~ Lorne Gorber 


Manager, Investor Relations 


Information available upon request: 


~ Abitibi-Consolidated Inc. 


Investor Relations 
1155 Metcalfe Street, Suite 800 
Montréal, Québec 


HBB OH2- 


CANADA 
(514) 394-2317 
ir@abitibiconsolidated.com 


The Company makes copies of its annual report, annual information 
form, management proxy circular, interim reports and news 
releases available via its website, www.abitibiconsolidated.com. 


Annual information form (Form 40-F) 

The Company's Annual Information Form (AIF) is filed with 
securities regulators in Canada and the United States. Under the 
Multi-Jurisdictional Disclosure System (MJDS) introduced in 1991, 
the Company's AIF is filed in its Form 40-F with the U.S. regulatory 
authority, the Securities and Exchange Commission (SEC), in 
satisfaction of its annual filing requirement. 


Interim reports (Form 6-K) 

In 2003, the Company will electronically file each of its interim 
quarterly reports with regulatory authorities in Canada and with the 
SEC in the United States in Form 6-K. Quarterly reports, conference 
calls and quarterly financial statements will be archived at 
www.abitibiconsolidated.com, 
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On peut obtenir le présent rapport annuel en francais dans notre site Web ou bien sur demande. 
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